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WATER  POWER. 


CoMMrrTEB  ON  Water  Power, 

House  of  Representatives, 

Monday^  March  18, 1918. 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Thetus  W.  Sims 
(chairman)  presiding. 

The  Chairman.  jThe  committee  will  come  to  order.  Gentlemen, 
I  can  not  know,  without  having  been  informed,  as  to  just  how  many 
persons  desire  to  be  heard  or  the  time  that  is  expected  to  be  used 
by  the  diflferent  persons  desiring  to  be  heard.  We  would  like  to  con- 
clude the  hearings  within  one  week ;  that  is,  this  week,  from  the  18th 
to  the  23d.  I  would  not  say  we  will  not  give  any  more  time,  but  we 
would  like  very  much,  if  possible,  to  get  through  this  week,  and  if 
not,  as  soon  thereafter  as  possible. 

It  is  hardly  worth  while  to  undertake  to  start  the  hearings  earlier 
than  10.30  a.  m.  We  can  then  proceed  for  an  hour  and  a  halt  and  per- 
haps two  hours,  if  the  House  is  considering  something  that  does 
not  require  our  presence  on  the  floor.  Then  we  will  usually  take  a 
recess  until  2  o'clock.  While  neither  this  committee  nor  the  Commit- 
tee on  Interstate  and  Foreign  Commerce  has  permission  to  sit  during 
the  sessions  of  the  House,  yet  when  the  House  is  engaged  on  some- 
thing like  general  debate  or  something  that  does  not  require  our 
presence  on  the  floor,  we  can  go  ahead  in  the  afternoons,  say,  from  2 
until  5,  which  will  give  four  hours  and  a  half  or  possibly  five  hours 
a  day  to  the  hearings,  if  nothing  intervenes,  but  of  course  something 
may  intervene.  That  would  mean  30  hours  for  the  week  if  we  use 
that  much  time  each  day. 

I  do  not  know  just  how  much  time  the  Government  officials,  who 
will  be  heard  first  on  this  proposed  substitute  bill,  desire ;  neither  do 
I  know  how  many  hours  are  desired  by  those  who  want  to  make  sug- 
gestions regarding  the  legislation,  for  or  against;  and  I  would  be 
glad  if  you  gentlemen  who  are  here  for  the  purpose  of  being  heard, 
especially  those  who  are  in  agreement  as  to  their  viewpoint,  will  let 
me  know  as  early  as  you  can  how  much  time  you  will  want  to  con- 
sume and  whom  you  will  want  to  be  heard,  and  how  much  time  you 
will  want  for  each  witness,  and  we  will  see  if  we  can  not  in  that  way 

fet  through  this  week.  Of  course,  I  do  not  mean  for  you  to  let  me 
now  this  minute,  but  during  the  day  or  at  the  close  of  the  session 
this  afternoon.  I  do  this  in  order  that  we  may  try  to  systematize  the 
bearings  and  get  through  in  a  reasonable  time,  because  the  bill  will 
require  a  good  deal  of  time  for  consideration  in  the  committee.  The 
subject  of  water-power  legislation  has  been  thoroughly  ventilated 
several  times  before  different  committees  of  Congress  as  well  as  in  the 
public  prints,  and  we  think  a  rather  exhaustive  hearing  on  the  subject 
can  be  had  within  the  week.    Therefore,  I  hope  you  gentlemen  will 
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aid  the  committee  all  you  can  trying  to  shape  the  hearings  in  such  a 
way  as  to  have  a  complete  hearing  and  yet  not  one  of  the  endless- 
chain  variety,  one  hearing  bringing  on  another. 

It  was  expected  that  the  three  Secretaries  who  are  mentioned  in 
the  proposed  substitute  bill  as  the  commission  and  who  prepared  the 
substitute  would  be  heard  first.  Secretary  Baker  is  in  Europe,  Secre- 
tary Houston  is  out  of  the  city;  and  while  we  expected  Secretary 
Lane  to  open  the  hearings  this  morning,  I  have  received  word  that 
he  is  unable  to  be  here  this  morning,  but  will  be  here  some  time 
during  the  week.  In  his  absence  Mr.  Merrill,  of  the  Department  of 
Agriculture,  whom  I  understand  has  assisted  in  preparing  the  pro- 
posed substitute,  is  present,  and  in  the  absence  or  the  Secretaries  he 
will  be  heard  first.  Mr.  Merrill  has  given  the  matter  considerable 
attention,  and  no  doubt  will  be  an  interesting  witness,  and  perhaps 
the  members  of  the  committee  will  wish  to  ask  him  questions,  and 
therefore  there  will  be  no  attempt  to  limit  Mr.  Merrill  this  morning 
or  to-day.  When  I  spoke  about  a  limitation  I  had  reference  to  other 
witnesses  than  Mr.  Merrill.  So  Mr.  Merrill,  if  you  are  now  ready, 
you  may  proceed. 

Mr.  B.  J.  Reynolds.  Mr.  Chairman,  may  I  make  a  request  before 
the  hearing  starts?  I  asked  the  chairman  the  other  day  if  the  com- 
mittee would  extend  an  invitation  to  Sir  Adam  Beck,  of  the  hydro- 
electric commission  of  Canada.  Our  people  have  asked  him  person- 
ally; but  as  he  does  not  belong  to  our  N'ation,  he  feels  he  should  have 
an  invitation  from  the  committee.  The  reason  I  ask  it  is  this:  He 
has  made  a  wonderful  success  of  the  hydroelectric  commission  in 
Canada,  and  probably  a  word  or  two  from  him  would  be  very  advan- 
tageous to  us,  as  we  are  working  along  the  same  line  that  they  have 
made  a  very  great  success  of. 

The  Chairman.  The  question  of  whether  he  will  be  invited  by 
action  of  the  committee  or  not  is  something  that  will  have  to  be  taken 
up  in  executive  session  of  the  committee. 

Mr.  Hamilton.  I  presume  there  would  be  no  objection  to  hearing 
him. 

The  Chairman.  It  is  not  a  question  of  hearing  him,  but  a  question 
of  giving  him  an  official  invitation  by  the  committee. 

Mr.  RErNOLDS.  As  he  is  a  Canadian,  that  is  the  reason,  I  presume, 
why  he  stands  a  little  on  his  dignity. 

'the  Chairman.  Mr.  Acwortn  came  here  from  Canada  and  from 
England  and  did  not  stand  upon  his  dignity  in  appearing  before  the 
joint  committee.  I  think  it  is  something  that  ought  to  be  taken  up 
by  the  committee  in  executive  session,  as  to  giving  him  an  official 
invitation  from  the  committee,  as  others  are  seeking  such  invitations 
also. 

Mr.  Merrill,  you  may  proceed  with  your  statement,  and  we  will 
take  that  matter  up  in  executive  session. 

STATEMENT  OF  ME.  0.  C.  MEBBILL,  OF  THE  FOBEST  SERVICE, 

BEPABTME19T  OF  AGEICTJLTirBE. 

Mr.  Merrill.  Mr.  Chairman,  I  would  like  to'  make  a  brief  general 
statement  before  I  take  up  the  bill  in  detail,  and  in  order  to  conserve 
your  time  as  much  as  possible  I  have  prepared  a  short  written  state- 
ment to  precede  the  general  discussion  of  the  bill  and  to  outline 
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briefly  the  reasons  which  we  believe  make  necessary  the  consideration 
of  water-power  legislation  at  this  time. 

The  Chairman.  I  understand  that  you  are  going  to  present  now 
the  views  which  are  entertained  by  the  three  Secretaries. 

Mr.  Merbill.  I  think  I  do,  Mr.  Chairman,  as  far  as  I  understand 
them. 

The  Chairman.  I  mean  that  what  you  say  will  not  be  out  of  har- 
mony with  what  they  propose. 

Mr.  Merrill.  Not  at  all. 

The  industrial  expansion  caused  by  the  demand  for  materials  and 
supplies  needed  in  the  prosecution  of  the  war,  together  with  the  huge 
financial  requirements  of  the  Government,  have  materially  changed 
the  prewar  status  of  the  electric-power  industry.  The  demand  for 
power  has  increased,  notwithstanding  increased  costs  of  construction 
and  operation.  Increased  operating  costs  have  reduced  the  ratio  of 
income  to  revenue,  and  this  reduction,  combined  with  the  decrease  in 
the  supply  of  available  investment  capital,  has  produced  a  situation 
with  respect  to  public  utilities,  among  which  is  electric-power  devel- 
opment, that  merits  the  early  attention  of  Congress. 

Prices  for  structural  material  have  been  irregular  for  the  last  five 
years — ^markedly  so  since  the  outbreak  of  the  war  in  1914— with  a 
constant  upward  trend  to  a  maximum  reached  about  the  middle  of 
1917.  Although  there  was  a  general  reduction  in  the  latter  part 
of  1917,  prices  still  remained,  at  the  close  of  the  year,  far  above  the 
prewar  level.  The  fluctuations  in  the  wholesale  prices  of  10  building 
materials  and  the  advanced  price  level  reached  at  the  end  of  1917  are 
shown  in  the  following  table : 

Tabijc  No.  1. — Rnnfte  in  irholesalc  priceH  of  certain  huililinfj  mntwialH,  1915, 1916, 

and  1917. 


Item. 

Maxi- 
mum 
prices 

for 
period.' 

1 

Month  of  maxi-     > 
mum  price.       1 

r 

i 

Mini- 
mum 
prices 

ior 
period. 

Month  of  mini- 
mum price. 

Maximum 
increase, 
per  cent. 

Increase  to 
Dec.,  1917, 
per  cent. 

Bar  iron 

10.0475 
.0446 
.0619 
.0900 
.0170 
.3625 
.3675 

10.00 
2. 15 

18.50 

1 

November,  1917... 

July,  1917 

August,  1917 

do 

December,  1917.... 

March,  1917 

.\pril,  1917 

May,  1917 

June,  1917 : 

December,  1917....', 

1 

f  0.0152 
.0086 
.0129 
.0110 
.0125 
.1300 
.14.50 

5.50 

1.34 

7.50 

March,  1915 

January,  1915 

February,  1915 

do 

Decemuer,  1915.... 
January,  1915 

do 

AugU9t,  1915 

do 

212 
420 
380 
718 

36 
179 
158 

^2 

no 

147 

130 

Steel  blllct» 

Structural  steel.... 

Steel  plates 

Steel  rails 

147 

133 

195 

36 

Copper  ingot 

Copper  wire 

81 
91 

45 

Portland  cement.. 
Douglas  fir 

58 
147 

>  Prices  for  brick  are  per  1.000;  for  cement,  per  barrel;  for  lumber,  per  M:  and  for  all  other  materials  per 
pound. 

Of  the  10  materials  listed  steel  plates  .show  the  sharpest  fluctua- 
tion— 718  per  cent  between  February,  1915,  and  August,  1917 — and 
have  maintained  the  highest  price  advanced,  195  per  cent  in  De- 
cember, 1917,  over  the  price  of  February,  1915.  The  least  fluctuation 
appears  in  steel  rails,  which  advanced  from  $28  a  ton  in  December, 
1915,  to  $38  in  December,  1917,  or  36  per  cent.  The  great  increase 
in  steel  plates  is  doubtless  due  to  shipmiilding  activities,  while  the 
relatively  small  increase  in  rails  is  due  to  the  lack  of  activity  in  rail- 
road construction. 

The  rise  in  prices  is  indicated  on  the  first  chart  which  I  have  here. 
The  several  lines  on  the  chart  show  prices  for  the  years  1913,  1914, 
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1916, 1916,  and  1917.  Ihe  highest  line  shown  is  for  steel  plates,  run- 
ning up  to  9  cents  in  the  middle  of  1917  as  compared  with  about 
1^  cents  before  the  war. 

Mr.  Parker.  How  many  cents  a  pound? 

Mr.  Merriix.  Those  are  average  wholesale  prices  throughout  the 
United  States.  Before  the  war  the  steel  plates  were  about  a  cent  and 
a  half  a  pound.  They  went  up  to  9  cents  a  pound  in  the  middle  of 
1917.  They  have  now  dropped  down  to  this  point  [indicating],  due, 
no  doubt,  to  the  (Jovernnient's  price  fixing;  but  nevertheless,  even  at 
the  end  of  1917,  prices  were  way  above  what  they  were  before  the 
war  began.  Materials  such  as  brick  and  cement  have  been  more 
stable,  but  lumber,  due  to  cantonment  construction  and  to  shipbuild> 
ing,  has  shown  a  marked  increase  and  is  apparently  still  rising. 
Douglas  fir,  for  exami)le,  increased  in  price  147  per  cent  from  Au- 
gust, 1915,  to  December,  1917. 

Similar  advances  have  taken  phice  in  power-plant  equipment. 
Hydraulic  machinery  has  advanced  from  100  to  150  per  cent  over 
1914  prices,  electric  apparatus  from  125  to  150  per  cent,  steam  turbine 
generators  150  per  cent,  and  water-tube  boilers  170  per  cent.  In  ad- 
dition to  increases  in  cost,  deliveries  are  most  uncertain  unless  class  A 
priority  can  be  secured. 

Finally  scarcity  of  labor  and  increase  in  wages  have  added  to  the 
difficulties  and  tlie  cost  of  construction.  The  union  scale  of  wages 
in  classes  of  work  found  in  power-plant  construction  and  operation 
has  advanced  in  many  cases  irom  25  to  40  per  cent  since  1913,  as  in- 
dicated in  the  following  table  (Table  No.  2),  which  shows  the  ad- 
vances in  eight  occupations  for  six  labor  centers.  The  highest  mean 
wage  scale  for  the  occupations  listed  is  found  in  San  Francisco, 
followed  by  Chicago,  Denver,  Pittsburgh,  New  York,  and  Boston. 
The  greatest  increase  in  wage  scale  over  1913  is  found  in  Pittsburgh, 
follow'cd  by  Boston,  Denver,  New  York,  Chicago,  and  San  Francisco. 

Tabik  No.  2. — I'niou  hvuIvh  of  irafjca.  1911,  and  pcrrcntaf/e  incrcafies  over  li)JS 

in  rcrtain  orcupfitions  and  labor  centers. 


Brlclf  layers... 

Carpenters 

Cement  workers 
Hod  carriers.. . 

Machinists 

Paintprs 

Stonecutters... 
Struct' mil  iron 
workers 

Artthmetical 
moan 


Boston. 


3 

a 


75.0 
6rO 
70.0 
42.5 

»■■«■« 

62.5 
62.5 

68.8 


63.8 


hi 


15.4 
30.0 
12.0 
21.4 

>  «  ■  ■  •  I 

2'i.O 
11.0 

10.0 


17.8 


Chicago. 


a 
"".^ 

CO  u. 

•a 


75.0 
70.0 
67.5 


55.0 
72.5 
70.0 

70.0 


67.1 


u 


on 

.SO) 


« 


0 
7.7 
3.S 


41.0 
11.5 
12.0 

2.9 


11.3 


Denver. 


+- 

a 

gS 

•s 


87.5 
75.0 


4«.9 
52.0 
62.5 
62.5 

70.0 


05.2 


o 


15.7 
25.0 


15.5 

30.0 

2.5.0 

0 

6.6 


17.0 


New  York . 


2 


75.0 
68.8 
70.0 
42.5 
.56.3 
6?.  5 
68.8 

68.8 


64.1 


6m 

II 


a- 


6.7 
10.0 
12.0 
13.3 
10.0 
25.0 
10.0 

10.0 


12.1 


Pittsburgh. 


5 


75.0 
71.0 

•  ■  •  •  *  ■ 

55.0 
50.0 
65.0 
62.5 

70.0 


04.  i 


so 


7.1 
29.0 

37.5 
42.  S 
IS.  2 
2.1.0 

12.0 


38.4 


S%n  Fran- 
cisco. 


5 

I* 


S7. 5 
6S.8 

7r>.o 

56.3 
50.0 
«?.  5 
70.0 

75.0 


B.S.1 


.BO 


0 

10.0 

0 

12.5 

14.2 

10.0 

0 


5.8 


Arithmeti- 
cal moans. 


iS 


-5 


§ 


g^. 

■a 


79.1 

09.7 
70.0 
48.6 
52.7 
64.6 
66.0 

70.4 


> 
c 


0. 


7.6 
18.6 

6.9 
20.0 
27.0 
19.1 

9.T 

6.0 


The  increase  in  cost  of  structural  materials,  of  labor,  and  of  equip- 
ment, and  the  difficulties  in  securing  deliveries,  particularly  of  manu- 
factured equipment,  have  placed  a  heavy  burden  upon  new  power 
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development,  whether  by  water  or  by  steam.  Since,  however,  a 
greater  proportion  of  the  total  cost  of  a  steam  plant  is  on  account  of 
materials  and  equipment  which  have  shown  the  greatest  increase  in 
cost,  unit  costs  of  steam-power  development  have  increased  some- 
what more  rapidly  than  unit  costs  of  water-power  development. 

The  cost  or  electric-power  operation  has  increased  in  proportion 
to  the  increase  in  the  elements  which  make  up  such  cost.  These  ele- 
ments are  mainly  labor,  maintenance  materials,  and  fuel.  Water- 
power  developments  are  affected  by  the  first  two  elements;  steam- 
power  developments  by  all  three.  Materials  for  maintenance  have 
advanced  in  price  along  with  structural  materials.  Labor  advances 
have  already  been  discussed.  It  remains  to  review  briefly  the  situa- 
tion with  respect  to  coal  and  fuel  oil. 

For  the  greater  part  of  the  United  States  the  fuel  question  in 
electric-power  operation  is  expressed  in  terms  of  coal.  Increased 
demands  for  coal  by  the  industries,  railroads,  and  shipping,  and  for 
export,  coupled  with  the  inability  of  transportation  agencies  to  make 
deliveries,  nave  reduced  the  supplies  available  for  power  purposes 
and  materially  increased  their  cost.  General  increase  in  wholesale 
prices  is  shown  in  Table  No.  3.  Increases  in  different  sections  vary 
widely.  Bunker  coal  at  Portland,  Oreg..  supplied  from  Washington 
and  British  Columbia,  advanced  only  about  10  per  cent  from  Jan- 
uary, 1915,  to  January,  1918.  The  advance  in  San  Franci.sco  for 
similar  material  for  the  same  period  was  about  80  per  cent;  in  Denveri 
100  per  cent;  Salt  Lake  City,  150  per  cent ;  and  St.  Paul,  160  per  cent. 

Table  No.  8. — l^nn{fe  in  icholatalc  prices  of  roal  and  oi7,  1915,  1916,  and  1917. 


Mf^ximiim 

Month  of  maxi- 
mom  pnce. 

Mlr^lmifm 

v^  -  ..  A^        a        I  .  ■ 

Maximum 
increase, 
percent. 

Increase  to 

Item. 

prices  (or 
p«rio<Li 

prices  for 
perlod.i 

Month  of  mini- 
mum  price. 

December, 

1917,  per 

cent. 

Anttandte 

15.78 

6.00 

0.10 

3.50 

.3175 

December,  1917.... 
Kay.  1017 

13.96 

2.20 

2.35 

L35 

.1360 

February,  1916 

December,  1915 

July,  1915 

46 
178 

160 

46 

70 

AunthltlliTllnonA  . 

July,1917 

I>ecember,1917.... 
May,  1916 

7D 

Crude  oil 

Lubricating  oil... 

August.  1915 

September,  1915... 

160                  100 
63                    fiO 

1  Coal  prices  are  per  short  ton;  crude  oil,  per  barrel;  and  lubrlcatmg  oil,  per  gallon. 

The  solution  of  the  coal  problem  is  in  increased  production  and  in 
improved  transportation,  both  of  which  will  be  attended  with  dif- 
ficulties during  the  period  of  the  war,  but  both  of  which  will  prob- 
ably be  satisfactorily  adjusted  when  the  industries  and  transporta- 
tion facilities  of  the  country  return  to  a  peace  basis;  although  on 
aecount  of  wage  increases  and  labor  shortage,  it  is  not  probable  that 
prices  will  return  to  prewar  figures. 

On  the  Pacific  coast  and  in  the  Southwest  steam-power  develop- 
ment is  mainly  dependent  upon  petroleum.  Not  only  have  prices  of 
this  product  advanced  in  this  territory  from  100  to  200  per  cent 
since  1916,  with  an  average  increase  of  160  per  cent,  but  consumption 
has  exceeded  production,  the  supplies  in  storage  have  been  reduced 
to  an  alarming  degree,  and  depletion  of  the  available  undeveloped 
supply  is  rapidly  taking  place.  This  situation,  however,  is  not  con- 
fined to  the  West  The  general  petroleum  situation  in  the  United 
States  is  set  forth  in  evidence  presented  to  the  Senate  Committee  on 
Public  Lands  on  June  15,  1917.    This  evidence  showed  that  with  a 
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total  consumotion  in  the  United  States  in  1916  of  312^000,000  bar- 
rels, the  production  was  296,000,000  barrels,  or  a  deficiency  of  26,- 
000,000  barrels.  It  was  estimated  that  the  normal  increase  in  con- 
sumption for  1917  would  be  41,000,000  barrels  with  an  additional 
wartime  increase  of  20,000,000  barrels,  making  a  total  increase  of 
61,000,000  barrels  over  the  consumption  of  1916,  while  on  the  other 
hand,  production  would  decrease  9,000,000  barrels,  making  a  deficit 
of  70,000,000  barrels,  with  a  possibility  of  a  still  further  deficit 
through  the  stoppage  of  the  importation  of  some  42,000,000  barrels 
from  Mexico. 

I  do  not  know  how  the  Mexican  situation  has  affected  the  petro- 
leum supply  and  whether  there  has  in  fact  been  an  additional  short- 
age due  to  a  lack  of  supply  from  that  source,  but  with  normal  im- 
portations from  Mexico  the  deficit  for  the  year  would  be  70,000,000 
barrels,  and,  without  such  importations,  112,000,000  barrels,  against 
which  there  was  a  surplus  on  hand  on  January  1, 1917,  of  151,000,000 
barrels. 

Approximately  one-third  of  the  total  petroleum  production  of  the 
United  States  is  from  the  California  nelds.  The  output  of  these 
fields  fell  from  104,000,000  barrels  in  1914  to  92,000,000  barrels  in 
1916.  In  the  latter  year  consumption  was  105,000,000  barrels  or 
13,000,000  barrels  in  excess  of  production.  The  production  for  1917 
has  not  kept  up  with  consumption,  with  the  result  that  the  surplus 
stocks  in  storage  had  fallen  to  37,000,000  barrels  on  July  1,  1917. 
The  petroleum  committee  of  the  California  State  council  of  defense 
reported  on  July  7,  1917,  that  if  the  existing  excess  of  consumption 
over  production  should  continue,  the  entire  available  storage  of  Cali- 
fornia petroleum  would  be  exhausted  by  June  1,  1919.  This  com- 
mittee expressed  its  opinion  that,  as  a  whole,  the  production  of  petro- 
leum in  this  country  appears  to  have  nearly  or  quite  reached  its 
maximum  and  to  be  entering  upon  a  period  of  decline,  except  as 
production  may  be  maintained  or  increased  by  a  disproportionate 
drilling  of  new  wells. 

The  situation  with  respect  to  the  California  fields  is  more  im- 
portant in  its  bearing  on  power  production  than  is  the  practically 
similar  situation  in  the  remainder  of  the  country,  for  while  approxi- 
mately 80  per  cent  of  the  output  of  the  central  and  eastern  fields  is 
sold  as  refined  products  and  only  20  per  cent  is  used  as  fuel,  80  per 
cent  of  the  California  production  is  used  for  fuel  and  only  20  per 
cent  sold  as  refined  products. 

Of  the  70,000,000  barrels  of  California  petroleum  used  for  fuel, 
85  per  cent  is  used  in  the  five  States  of  Washington,  Oregon,  Cali- 
fornia, Nevada,  and  Arizona.  Of  the  amount  consumed  in  these  five 
States,  55  per  cent  is  used  by  railroads  and  steamships,  23  per  cent 
in  mining  and  manufacture,  and  12  per  cent  by  public  utilities,  the 
last  named  including  electric-power  production. 

California  produces  only  a  negligible  quantity  of  marketable  coal. 
Such  coal  as  is  used  is  brought  from  Australia,  British  Columbia, 
Eastern  United  States  (by  water),  Washington,  Oregon,  and  the 
Rocky  Mountain  Staters.  Importation  from  Australia  and  from  the 
Eastern  United  States  (by  water)  ceased  in  1916,  and  87  per  cent  of 
the  importation  for  the  year  came  from  British  Columbia  and  the 
Rocky  Mountain  States.  The  total  of  approximately  420,000  tons 
used  in  1916  is  equivalent  to  1,260,000  barrels  of  fuel  oil,  or  only  2i 
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Sir  cent  of  the  fuel  oil  consumption  of  the  State  (54,000,000  barrels), 
oreover,  fuel-oil  prices  have  not  yet  reached  a  point  where  coal 
competition  enters,  even  if  no  consideration  be  given  to  the  cost  and 
inconvenience  of  changing  from  oil  burning  to  coal  burning  equip- 
ment, a  change  which  would  affect  railroad  operation  more  seriously 
than  central  electric  stations. 

In  Washington  and  Oregon  coal  could  be  more  readily  substituted 
for  fuel  oil,  and  approximately  1,000,000  barrels  of  California  oil 
are  said  to  have  been  recently  released  in  the  Northwest  by  the  sub- 
stitution of  coal  at  the  expiration  of  oil  contracts.  Both  Washing- 
ton and  British  Columbia  produce  good  coal  in  large  quantities,  but 
the  degree  to  which  substitution  will  take  place  depends  upon  the 
prices  of  both  coal  and  oil,  and  the  expenses  involved  in  changing 
equipment.  Shortage  of  labor  is  reducing  coal  output  and  increas- 
ing its  price,  and  thereby  raising  the  price  of  oil  at  which  substitu- 
tion will  take  place.  Such  price  under  existing  conditions  in  the 
Northwest  is  estimated  to  be  oetween  $1.50  and  $2  per  barrel,  which 
is  close  to  the  present  auoted  price. 

Mr.  DoREMus.  You  nave  been  speaking  of  importation  from  the 
Rocky  Mountain  States.    What  do  you  mean  ? 

Mr.  Merrill.  Coal  taken  from  the  Rocky  Mountain  States  into 
California. 

Mr.  DoRKMus.  Imported  from  the  Rocky  Mountain  States  into  the 
State  of  California  ? 

Mr.  Merrill.  Yes,  sir;  into  the  State  of  California.  I  was  show- 
ing that  the  situation  with  respect  to  California  oil,  so  far  as  the 
west  coast  is  concerned,  could  not  be  readily  cured  by  the  substitu- 
tion of  coal. 

The  fuel  situation  as  thus  briefly  outlined  both  affects  power  pro- 
duction and  is  affected  by  it.  Increased  fuel  costs  have  resulted  in  in- 
creased cost  of  steam-power  production  and  have  made  the  develop- 
ment of  power  independently  of  fuel — that  is,  water-power  develop- 
ment— increasingly  desirable;  have,  in  fact,  placed  a  very  con- 
siderable premium  upon  water  power.  On  the  other  hand,  the 
utilization  of  water  power  reduces  pro  tanto  the  use  of  fuel  and 
lessens  the  drain  on  our  fuel  resources,  particularly  and  most  vitally 
important,  the  drain  on  our  petroleum  resources.  Water-power  de- 
velopment is  therefore  a  measure  of  economy  in  reducing  the  operat- 
ing costs  of  power  development  and  a  measure  of  conservation  in 
reducing  the  drain  on  a  fast-disappearing  natural  resource. 

Notwithstanding  increased  costs  of  construction  and  of  operation, 
the  demand  for  power  has  increased  not  at  a  uniform  but  at  an  ac- 
celerating rate,  until,  during  the  past  two  years,  the  annual  increment 
in  power  generated  by  commercial  central  stations  alone  has  been 
form  three  to  four  billion  kilowatt  hours,  requiring  an  annual  in- 
crease in  installation  of  from  one  and  one-naif  to  two  million  horse- 
power. 

The  first  effect  upon  the  electric-power  industry  of  the  outbreak  of 
the  war  was  a  sharp  reduction  in  the  previous  rate  of  increase,  this 
reduction  continuing  until  the  close  of  1914.  From  that  time  for- 
ward the  tendency  has  been  constantly  upward,  and  the  enormous 
expansion  of  the  industry  which  has  taken  place  in  the  last  three 
years  is  illustrated  by  the  fact  that  the  output  in  1917  of  approxi- 
mately 64  per  cent  of  the  industry  was  61  per  cent  in  excess  of  the 
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output  in  1914,  which  in  turn  was  greater  than  that  of  any  pre- 
ceding year.  The  greatest  increase  is  found  in  the  industrial  centers 
of  the  Eastern  and  Central  States,  particularly  in  New  England, 
where  the  increase  was  nearly  80  per  cent.  Output  figures  for  the 
years  1914  to  1917,  as  computed  from  data  published  in  tne  Electrical 
World,  and  percentage  increases  by  years  and  for  the  period,  are 
given  in  Table  No.  4. 

Table  No.  4. — Afinual  output  of  commercial  central  stations  in  millions  of  kilo- 
watt hour*  and  annual  increase  (per  cent),  191^1917, 


SeetioD  and  per  oont  of  industry. 


N«w  Englmd: 

67 

66 

65 

64 

Atlantic  States: 

69 

68 , 

66 

65 

Gantra  States  .Illlaolsezcliidsd) 

57 

56 

53 

53 

Pad  1c  aid  Mount  lin  States: 

8^ 

8^ 

87 

83 

United  States: 

6> 

6» 

6V 

6J 


Tear. 


1914 

1915 
1916 
1917 

1914 
1915 
1913 
1917 

1914 
1915 
1916 
1917 

1914 
1915 
1916 
1917 

1914 
1915 
1916 
1917 


Output 
(mi  lions 

of 
kU)7att 

boars). 


784 

931 

1,163 

•1,400 

3,950 

4,276 

6,26H 

»6,333 

3,014 

3,551 

4,45S 

1  4,910 

2»9H4 

3,235 

3,823 

14,660 

10,814 

12,191 

14,818 

» 17,400 


Increase 

over 
preced- 
ing year. 


Percent 
inore&M 
preced- 
ing year. 


133 
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26.4 
20.4 
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2,614 
2,592 


8.4 
18.3 
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Increaae 

over 
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17.3 
48.  S 

78.5 


8.3 
33  4 
60.8 


17.9 
47.  • 
63  9 


84 
SS 
56.2 


12.8 
21.5 
17.5 


12.8 
87.0 
61.0 


1  November  and  December  estimated. 

The  demand  for  power  will  continue  to  increase  while  war  con- 
tinues, in  order  to  supply  power  to  our  constantly  expanding  war 
industries,  and  when  the  war  is  over  to  provide  for  the  extension  of 
public  utilities  and  of  the  electrochemical  industries,  for  electrifica- 
tion of  railroads,  and  for  the  multitude  of  other  activities  that  will 
accompany  the  period  of  reconstruction. 

I  have  a  chart  here  which  shows  the  increase  in  the  monthly  output 
of  central  stations,  plotted  from  data  published  monthly  in  the 
Electric  World.  The  average  for  1014  is  here  [indicating].  The 
average  for  1917  is  61  per  cent  above  the  average  for  1914. 

Mr.  Ferris.  That  is  a  table  of  monthly  periods? 

Mr.  Merrill.  The  chart  is  plotted  by  monthly  periods,  but  I  have 
taken  the  total  output  for  each  of  the  two  years  to  get  the  percentage 
increase. 

Mr.  Ferris.  That  chart  is  indicative  of  what  happened  in  1917? 

Mr.  Merrill.  This  is  1918  to  this  point  [indicating],  1914  [indi- 
cating], 1915  [indicating],  1916  [indicating],  and  1917  [indicating]. 
The  chart  shows  the  rising  line  of  production.  The  top  curve  [indi- 
cating] is  for  the  United  States  as  a  whole;  this  curve  [indicating] 
is  for  the  Atlantic  States;  this  curve  [indicating]  is  for  the  Central 
States :  this  curve  [indicating]  for  the  Pacific  and  Mountain  States ; 
and  this  curve  [indicating]  for  New  England. 
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While  revenue  from  sale  of  electric  energy  has  also  rapidly  in- 
creased in  the  last  few  years,  it  has  not  kept  pace  with  the  increase 
in  business.  While  the  output  in  1917  from  approximately  61  per 
cent  of  the  industry  in  the  United  States  was  61  per  cent  in  excess 
of  the  output  of  1914,  revenues  for  1917  were  only  37.5  per  cent  in 
excess  of  1914.  The  relation  between  increase  in  output  and  in- 
crease  in  revenue  is  more  apparent  when  comparison  is  made  on  the 
unit  basia  During  the  four  years  1914  to  1917,  inclusive,  there  has 
been  a  constantly  decreasing  revenue  per  kilowatt  hour  of  power 

§enerated,  this  decrease  varying  from  8.7  per  cent  for  the  Central 
tates  to  20.2  per  cent  for  the  New  England  States,  and  averaging 
14.4  per  cent  for  the  United  States.  While  a  part  of  this  decrease 
may  oe  due  to  rate  reductions,  by  far  the  greater  part  is  undoubtedly 
due  to  an  increase  in  the  proportion  of  low-priced  power  sold — ^that 
is,  of  industrial  power. 

Table  No.  5. — Annual  revenue  from  commercial  central  ntations  in  thousands 
of  dollars  and  annual  increase  {per  cent),  1914-1917. 
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1  November  and  December  estimated. 

Table  No.  6. — Average  annual  revenue,  cents  per  kilowatt  hour,  and  percentage 
decreases  in  rcrenue  of,  commercial  central  electric  stations,  191^1917. 
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This  chart,  which  is  similar  to  the  one  shown  before,  shows  the 
variation  in  the  revenues — that  is,  gross  receiptsr — for  the  same  per- 
centages of  the  industry  and  for  the  same  sections  of  the  country 
from  1913  to  1917.  The  other  chart  here  [indicating!  shows  the 
monthly  percentage  increases  over  preceding  years.  The  full  line 
[indicating]  is  the  output  and  the  oroken  fine  [indicating]  is  the 
gross  revenue.  Each  line  shows  for  every  month  the  percentage  in- 
crease over  the  corresponding  month  of  the  previous  year.  Both  lines 
show  a  sudden  break  at  the  end  of  1914  [indicating] .  Here  [indicat- 
ing] is  November  and  December,  1914.  In  all  instances  the  curve  of 
increases  dropped  immediately  after  the  outbreak  of  the  war. 

Mr.  Parkeb.  Are  the  high  points  of  certain  months  shown  on  that 
chart,  or  just  where  do  they  come? 

Mr.  Merrill.  Those  pomts  [indicating]  show  the  percentage  for 
the  individual  months. 

Mr.  Parker.  That  is,  the  high  points  for  certain  months  of  the  year? 

Mr.  Merrill.  The  high  pomts  appear  in  the  winter  season. 

Mr.  Parker.  And  it  goes  up  in  the  summer? 

Mr.  Merrill.  Yes,  sir.  That  drop  in  the  curve  [indicating]  shows 
that  in  the  latter  part  of  1914  there  was  a  lessened  rate  of  increase — 
a  retardation  of  business — until  you  get  down  to  this  point  [indicat- 
ing] early  in  1915  for  every  section  of  the  United  States,  and  then 
a  sharp  upward  climb  in  here  [indicating],  and  a  fairly  steady  in- 
crease from  1916  on  [indicating].  Below  the  cure  of  output  [indicat- 
ing] is  shown  the  curve  of  revenue. 

Mr.  Ferris.  The  heavier  line  is  the  current  and  the  lighter  line  is 
the  revenue  received? 

Mr.  Merrill.  Yes,  sir. 

Mr.  Ferris.  And  it  goes  up  in  the  winter  months,  when  the  demand 
is  greater,  and  down  in  the  summer  months? 

Mr.  Merrill.  Yes,  sir. 

Mr.  EscH.  Mr.  Chairman,  I  would  suggest  that  Mr.  Merrill  print 
the  charts  he  has  alreadv  referred  to  and  all  the  others  as  a  part  of 
his  hearing.    It  is  hard  for  us  to  follow  the  details. 

The  Chairman.  I  suppose  they  will  go  in  as  a  part  of  the  hearing. 
It  may  require  a  special  order  in  order  to  have  them  printed. 

Mr.  Ferris.  It  will  delay  the  hearings  a  good  deal,  Mr.  Esch. 

Mr.  Esch.  I  think  they  would  be  valuable. 

The  Chairman.  Do  we  have  to  get  permission  from  the  Joint 
Committee  on  Printing? 

Mr.  Esch.  No;  I  do  not  think  so. 

The  Chairman.  Then,  whatever  the  witness  presents  will  go  in  as 
a  part  of  his  hearing  naturally  without  further  order. 

The  Clerk.  It  takes  a  long  time  to  get  the  prints  made.  That  work 
is  done  by  contract  and  not  at  the  Government  Printing  Office.  It 
will  delay  the  printing  very  materially. 

The  Chairman.  Of  course,  that  is  a  matter  for  the  Committee  to 
decide. 

Mr.  Ferris.  Possibly  Mr.  Merrill  could  furnish  the  plates. 

Mr.  Parker.  I  would  suggest  that  the  printing  be  done  and  that 
then  there  be  an  extra  little  volume  of  the  plates  of  the  same  size. 

Mr.  Merrill.  I  have  a  large  number  of  extra  copies  of  the  prints 
of  these  charts  in  letter  size,  and  I  can  furnish  as  many  as  you  need 
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for  the  commitee,  and  we  can  have  the  tables  printed  as  a  part  of 
the  hearing. 

Mr.  EscH.  That  will  be  all  right  and  satisfy  every  condition. 

The  Chairman.  Let  that  be  done. 

Mr.  Lee.  Are  those  copies  large  or  small. 

Mr.  Merrill.  The  ones  I  have  here  are  letter-size  charts  reduced 
by  photography.    They  are  entirely  legible. 

The  Chairman.  That  will  be  satisfactory,  Mr.  Merrill.  You  nuiy 
proceed,  Mr.  Merrill. 

Mr.  Merrill.  No  data  are  available  concerning  the  operating 
expenses,  either  as  a  whole  or  per  unit  of  output,  for  that  portion  of 
the  electric-power  industry  for  which  output  and  revenue  figures 
have  already  been  given.  Operating  expenses,  however,  have  neces- 
sarily advanced  as  costs  of  material,  of  fuel,  and  of  labor  have  in- 
creased. Data  secured  for  a  group  of  more  than  300  public-utility 
companies,  many  of  which  are  supplying  electric  power,  show  that 
since  1914  a  constantly  increasing  proportion  of  revenues  has  been 
required  to  meet  operating  expenses  and  that  this  condition  was  be- 
coming more  acute  at  the  close  of  1917.  During  the  four  years 
the  "  operating  ratio  "  (ratio  of  operating  expenses  to  gross  revenue) 
had  increased  from  62  per  cent  to  more  than  68  per  cent,  the  greater 
part  of  this  increase  occurring  during  1917.  Figures  presented  in  the 
Electric  Railway  Journal  of  February  2,  1918,  show  similar  condi- 
tions of  increase  in  operating  expense  and  reduction  in  the  ratio  of 
income  to  revenues  for  the  allied  industry  of  electric  railways,  the 
increase  in  the  operating  ratio  for  the  year  1917  alone  amounting 
to  more  than  4  per  cent. 

This  situation  has  come  about  notwithstanding  drastic  efforts  to 
reduce  operating  expense  and  to  limit  expenditures  for  maintenance 
and  replacement  to  the  lowest  practicable  point,  with  a  consequent 
reduction  in  the  "  per  cent  condition "  oi  the  properties.  There 
is  little  reason  to  expect  that  the  situation  will  improve  during 
1918. 

Increases  in  cost  of  construction  make  it  necessary  at  the  present 
time  to  secure  a  materially  gi'eater  amount  of  capital  per  unit  of 
development  than  was  required  before  the  war.  The  increase  in 
operating  expenses  in  proportion  to  income  as  reflected  in  the  in- 
creasing "  operating  ratio  "  reduces  the  security  which  can  be  offered 
when  new  aevelopments  or  extensions  to  existing  developments  are 
proposed.  To  reduce  net  earnings  to  an  amount  which  is  less  than 
one  and  one-half  times  the  fixed  charges  makes  it  impossible  to  com- 
ply with  the  requirements  of  the  modern  mortgage,  and  hence  to 
finance  extensions,  not  to  mention  new  developments,  by  means  of 
bond  issues.  Furthermore,  reduction  in  net  earnings  to  a  point  that 
will  not  yield  a  fair  return  on  the  property  reduces  the  value  of  stock 
already  issued  and  makes  it  impossible  to  establish  a  market  for  new 
stock  so  as  to  finance  by  this  means.  The  effect  of  the  increase  op- 
erating ratio  on  financing  is  apparent  from  the  marked  shrinkage 
in  market  value  of  the  common  stock  of  the  leading  public  utilities. 
Notwithstanding  this  situation  these  utilities  must  compete  with  the 
Government  for  new  capital — a  Government  that  is  calling  for  bil- 
lions of  dollars  and  that,  through  its  liberty  loans  and  war  savings 
certificates  is  reaching  out  to  all  classes  of  investors.    It  is  not  suffi- 
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cient  to  reply  that  under  such  circumstances  new  developments  can 
not  be  made  and  extensions  must  cease.  The  power  industry  must 
continue  to  expand  or  our  war  preparations  will  be  halted.  The 
critical  situation  at  Niagara,  which  forced  the  Government  to  com- 
mandeer the  output  of  hydroelectric  plants  on  the  American  side 
and  to  induce  the  Canadian  Government  to  permit  the  continued 
export  of  power  from  the  Canadian  side  is  illustrative  of  our  need 
for  power  and  still  more  power  to  keep  our  war  industries  and  our 
pubuc  utilities  which  operate  by  electric  power  at  their  highest 
pitch  of  efficiency. 

The  situation  which  has  been  discussed  shows  the  need  of  imme- 
diate action  on  the  legislation  before  you.  Even  if  new  water- 
power  developments  for  the  period  of  the  war  may  be  few,  or  none, 
extensions  will  be  required  to  existing  plants  in  order  to  meet  con- 
stantly increasing  power  demands.  If  satisfactory  legislation  is 
passed,  such  extensions  wjll  be  made,  particularly  in  those  sections  of 
the  country  where  the  rising  cost  of  fuel  has  become  such  a  serious 
factor  in  steam  plant  operation.  But  even  if  new  water-power  de- 
velopments could  not  be  undertaken  and  extensions  to  existing  de- 
velopments could  not  be  made  legislation  would  still  be  necessary  in 
order  to  give  such  security  to  existing  developments,  hitherto  made 
under  unsatisfactory  laws^  that  they  may  be  able  to  meet  their  matur- 
ing obligations.  Obligations  to  the  extent  of  hundreds  of  millions 
of  dollars,  funded  and  unfunded,  of  public-utility  corporations  are 
coming  due  in  1918.  A  considerable  part  of  these  are  obligations 
of  water-power  corporations  operating  on  the  public  lands  and  na- 
tional forests.  Under  the  existing  financial  conditions  uncertainty 
of  tenure  places  a  serious  handicap  on  these  corporations — a  handi- 
cap that  will  make  refunding  of  obligations  unduly  expensive,  if  not 
altogether  impossible.  Legislation  which  will  permit  of  the  financ- 
ing of  water-power  developments  upon  favorable  terms,  and  legi^a- 
tion  such  as  is  contained  in  the  "  War  finance  corporation  bill ''  are 
imperatively  needed  if  our  public  utilities  in  general,  and  our  water 
powers  in  particular,  are  to  be  able  to  satisfy  the  unprecedented  de- 
mands placed  upon  them  and  at  the  same  time  to  meet  their  finan- 
cial obligations. 

The  provisions  of  the  bill  concerning  the  issuance  of  licenses  and 
the  conditions  under  which  such  licenses  may  be  acquired,  held,  and 
renewed,  or  the  properties  purchased,  will  meet  the  necessities  of 
such  existing  water-power  developments  as  may  come  within  the  pro- 
visions of  the  legislation,  and  will  open  the  way  for  such  new  devel- 
opments as  are  possible  under  existing  conditions.  While  it  is  essen- 
tial that  water-power  legislation  should  fully  protect  the  public  in- 
terests in  our  national  resources,  it  is  equally  essential  that  adequate 
protection  should  be  given  to  the  private  capital  by  means  of  which 
such  resources  are  developed.  It  is  believed  that  the  bill  meets  both 
requirements  and  that  under  its  provisions  capital  can  be  secured 
and  development  will  take  place. 

The  Chairman.  We  have  before  us  all  of  the  bills ;  which  bill  do 
you  refer  to  ? 

Mr.  Merrill,  I  am  speaking  particularly  with  reference  to  the 
last  committee  print. 

The  Chairman.  That  is  not  yet  a  bill ;  that  is  a  proposed  bill. 
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Mr.  Merrill.  I  should  have  used  that  expression;  the  proposed 
hill. 

Mr.  Ferris.  Could  we  not  let  the  record  show  that  the  substitute 
is  the  matter  under  consideration  ? 

The  Chairman.  Yes. 

Mr.  Tatlor.  That  we  are  considering  the  proposed  bill. 

The  Chairman.  Under  the  resolution  creating  this  committee  all 
bills  are  referred  to  it,  so  all  the  bills  are  before  the  committee,  in- 
cluding the  Senate  bill  and  the  proposed  bill,  which  is  not  yet  in  the 
form  of  a  bill,  it  not  yet  having  been  introduced. 

Mr.  Merrill.  I  understand,  Mr.  Chairman. 

Although  new  developments  and  extensions  to  existing  develop- 
ments, both  water  power  and  steam  power,  will  be  necessarv  in  order 
to  meet  the  demands  of  the  immediate  future,  a  very  considerable  in- 
crease in  the  output  of  electric  energy  could  be  secured  by  the  combi- 
nation of  existing  isolated  plants  into  a  single  system  through  the 
medium  of  hi^h-tension  transmission  lines.  Electric  power  can  not 
be  stored  in  large  quantities.  The  generation  and  the  use  are  simul- 
taneous. The  demand  varies  according  to  the  season  of  the  year  and 
to  the  time  of  day.  Sufficient  equipment  must  be  installed  to  supply 
the  maximum  demand.  At  all  other  times  the  equipment  is  par- 
tially idle.  The  ratio  of  average  use  to  maximum  use  is  known  as 
"Moad  factor,"  and  the  ratio  of  average  use  to  total  installation  as 
the  "  capacitv  load  factor."  The  latter  factor  in  1912  averaged  only 
26  per  cent  lor  the  United  States  as  a  whole.  While  gradually  in- 
creasing, it  probably  is  not  above  30  per  cent  to-day.  That  is,  on  the 
average,  the  equipment  in  central  electric  stations  is  idle  more  than 
two-thirds  of  the  time.  This  condition  is  in  part  due  to  the  neces- 
sity of  installing  spare  units  as  a  safeguard  against  breakdown  and 
of  having  new  units  in  place  somewhat  ahead  of  the  demand  for 
their  use.  The  major  cause,  however,  is  the  daily  and  seasonal  varia- 
tion in  the  use  of  power.  The  larger  the  nuirket  served,  the  greater 
is  the  diversity  of  use,  the  more  regular  and  continuous  the  demand, 
the  higher  the  load  factor,  and  the  smaller  the  percentage  of  surplus 
equipment  required.  Eighty  per  cent  of  the  electric  power  develop- 
ment of  the  State  of  Montana  is  in  one  single  power  system.  The 
capacity  load  factor  for  that  State  in  1912  was  58  per  cent,  as  com- 
pared with  26  per  cent  for  the  United  States.  Montana  used  less 
than  one-half  the  electrical  equipment  to  generate  a  given  amount 
of  energy  than  was  used  by  the  United  States  as  a  whole.  Studies 
made  in  1912  for  the  cities  of  New  York  and  Chicago  showed  that 
the  consolidation  of  the  operating  stations  in  the  latter  city  would 
have  saved  from  $10,000,000  to  $12,000,000  in  investment.  *  Similar 
consolidation  in  the  citv  of  New  York  would  have  saved  from 
$18,000,000  to  $20,000,000  and  would  have  reduced  operating  ex- 
penses by  $1,000,000  a  year. 

Had  our  railroad  systems  consisted  of  short,  independent,  com- 
petitive lines,  each  interested  in  serving  its  particular  local  territory, 
they  would  have  been  utterly  helpless  in  the  face  of  the  transporta- 
tion situation  of  the  last  few  months.  Even  as  they  were,  further 
unification  became  necessary  in  order  to  meet  the  extraordinary 
traffic  demands.  Power  development,  particularly  in  the  great  man- 
ufacturing States  of  the  East,  where  the  greatest  demand  exists,  is 
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still  in  large  degree  in  the  primitive  state  of  isolated  independent 
development.  Were  these  stations  interconnected  to  the  full  extent 
which  is  now  thoroughly  practicable,  hundreds  of  millions  of  addi- 
tional kilowatt  hours  of  electrical  energy  could  be  made  available 
without  the  addition  of  a  single  kilowatt  of  equipment. 

While  interconnection  of  stations  is  a  measure  of  economy  in 
steam-power  development,  it  is  a  measure  of  necessity  in  any  general 
water-power  development,  particularly  in  the  eastern  United  States. 
No  considerable  development  of  eastern  water  power  will  come  about 
except  through  interconnection  of  plants  over  wide  territories  in 
order  that  the  diversity  of  demand  in  different  markets  and  the 
variation  in  water  supply  at  different  sites  may  raise  the  load  factor 
of  the  combined  system  to  a  point  where  steam-power  competition 
can  be  met. 

On  account  of  the  extent  of  the  territory  which  will  be  involved 
and  of  the  fact  that  the  power  transmission  systems  must  ignore 
State  lines,  no  authority  less  than  that  of  the  Federal  Government 
will  have  sufficient  jurisdiction  either  to  conduct  the  investigations 
or  to  exercise  control  over  the  completed  systems.  There  is  a  trans- 
mission system  already  operating  in  California,  the  termini  of  which 
are  as  far  apart  as  Washington  from  Eastport,  Me.,  or  from  Jackson- 
ville, Fla.  The  future  of  water-power  development  in  the  East  must 
be  along  similar  lines. 

At  a  time  when  demand  is  increasing  so  rapidly,  when  new  equip- 
ment is  so  difficult  to  secure,  and  when  the  conservation  of  our  fuel 
supply  is  so  important,  careful  consideration  should  be  given  to 
the  possibilities  of  increasing  the  output  efficiency  of  existmg  elec- 
tric stations  as  well  as  of  building  new  stations.  The  Federal  Gov- 
ernment at  the  present  time  is  directly  or  indirectly  the  largest 
single  consumer  of  power.  It  should  take  the  lead  in  promoting 
economy  in  its  production,  distribution,  and  use. 

I  have  a  chart  here  which  illustrates  the  effect  of  diversity  of  de- 
mand upon  installation.  This  is  taken  from  a  chart  prepared  by 
Mr.  Insull,  of  Chicago,  several  j'ears  ago.  These  different  blocks 
[indicating]  show  the  different  industries,  and  these  blocks  [indi- 
cating] show  the  amount  of  power  necessary  to  operate  each  industry 
by  itself,  iron  works,  stockyards,  brick  plants,  etc.  The  crosshatched 
portions  of  each  block  show  the  proportion  of  the  total  demand  of 
each  class  of  users,  which  is  called  for  at  the  time  of  the  maximum 
demand  on  the  entire  system.  These  two  blocks  [indicating]  in  the 
center  are  the  summation  of  the  outside  ones.  If  these  several  indus- 
tries in  the  city  of  Chicago  had  all  been  operated  separately  it  would 
have  taken  26,640  kilowatts  of  equipment  to  have  supplied  them. 
They  were  in  fact  supplied  through  a  single  system  and  it  took  only 
9,770  kilowatts  of  equipment.  Scarcely  more  than  one-third  of  the 
installation  was  required  to  handle  the  several  classes  of  business  as  a 
unit  through  one  system  than  would  have  been  required  to  handle 
each  class  separately. 

I  have  also  for  the  purpose  of  illustration  projected  over  the  east^ 
em  part  of  the  United  States  a  map  of  the  State  of  California. 

Mr.  Ferris.  Before  you  leave  the  last  chart,  will  you  not  kindly 
elaborate  a  little? 

Mr.  Merrill.  I  should  be  glad  to  do  so. 
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Mr.  Ferris.  Because  I  am  not  getting  the  benefit  of  all  of  these 
charts. 

Mr.  Merrill.  Take  this  one  [indicating] — ^the  blocks  around  the 
margin 

Mr.  Ferris  (interposing).  That  is  for  the  single  city  of  Chicago? 

Mr.  Merrill.  Yes,  sir.  These  blocks  are  drawn  to  the  same  scale. 
Each  represents  the  amount  of  power  needed  to  operate  that  particu- 
lar industry;  ice  manufacture,  hotels,  department  stores,  brickyards, 
garages,  stockyards,  packing  companies,  telephone  exchange,  steel, 
iron,  and  brass  works 

Mr.  Ferris  (interposing).  How  are  they  operated  now? 

Mr.  Merrill.  They  are  operated  in  a  single  system. 

Mr.  Ferris.  That  is,  they  are  operated  in  a  single  system  now  ? 

Mr.  Merrill.  Yes,  sir.  This  block  [indicating]  shows  graphically 
the  peak  demand  for  that  industry  and  how  much  the  installation 
would  have  to  be  in  order  to  supply  it  by  itself  independently  of  any 
other  business. 

Mr.  Taylor.  Because  of  the  fluctuations  in  demand  ? 

Mr.  Merrill.  Yes,  sir.  The  entire  block  [indicating]  shows  the 
extreme  demand  for  each  of  the  industries.  This  block  in  the  center 
[indicating]  is  simply  the  summation  of  the  individual  blocks 
around  the  margin. 

Mr.  DoREMus.  Does  that  chart  illustrate  the  actual  condition  in 
Chicago? 

Mr.  Merrill.  Yes,  sir;  as  they  existed  in  1912. 

Mr.  Parker.  What  is  the  real  amount? 

Mr.  Merrill.  The  actual  installation  required  for  each  industry  is 
shown  by  the  black  part  at  the  bottom  of  each  block,  and  the  total 
for  all  the  industries  represented  is  summarized  in  the  smaller  of  the 
two  blocks  in  the  center. 

Mr.  Parker.  Do  they  not  have  to  have  a  margin  of  white — ^that  is, 
the  central  station? 

Mr.  Merrill.  They  do  have  a  margin.  This  chart  shows  only 
actual  demand  and  actual  use.  Undoubtedly  there  is  more  installa- 
tion in  the  central  station  than  is  shown  by  the  smaller  block  at  the 
center  of  the  chart. 

Mr.  Parker.  How  much  more  in  the  central  station? 

Mr.  Merrill.  I  can  not  tell  you.  These  are  only  a  few  of  the 
operations  of  the  Edison  Co.  in  Chicago. 

Mr.  Parker.  Most  of  them  run  more  at  certain  seasons  of  the  year 
and  they  have  to  have  a  margin  of  safety  in  the  central  station.  How 
much  of  a  margin  is  there? 

Mr.  Merrill.  In  this  particular  illustration,  none.  The  peak  day 
for  this  particular  chart  was  on  the  6th  of  January,  in  winter.  On 
the  6th  day  of  January,  at  the  time  when  the  biggest  load  was  on 
the  system  as  a  whole,  the  steel,  iron,  and  brass  works  took  thi? 
amount  right  here  [indicating],  and  at  some  other  part  of  the  year 
they  took  this  [indicating].  The  stock  yards  took  the  black  part 
in  here  [indicating],  and  the  department  stores,  here  [indicating], 
and  so  on,  so  that  in  fact  9,770  kilowatts  were  suflicient  to  serve  all 
of  the  several  classes  of  users,  because  they  did  not  all  have  their 
greatest  demand  at  the  same  time. 
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Mr.  Parker.  What  is  the  biggest  amount  in  a  year  which  they 
would  want? 

Mr.  Merriix.  This  [indicating].  The  entire  block  shows  the 
maximum  demand  of  each  individual  industry.  The  cross-hatched 
part  of  each  block  shows  the  requirements  of  that  particular  industry 
which  were  concident  with  the  maximum  demand  upon  the  system 
as  a  whole. 

Mr.  Parker.  On  one  day? 

Mr.  Merrill.  It  represents  the  maximum  demand  during  the 
year — ^the  peak  point  of  the  peak  day. 

Mr.  EscH.  The  central  plant  allows  an  adjustment  for  day  and 
night  service? 

Mr.  Merrill.  Yes,  sir:  and  for  variations  during  different  parts 
of  the  year.  The  brick  plants  did  not  use  any  power — not  enough  to 
make  any  showing  on  the  chart — on  the  6th  day  of  January,  at  the 
time  when  the  system  peak  came.  They  were  using  most  of  their 
power  in  the  warmer  season  of  the  year, 

Mr.  Parker.  The  department  stores  were  the  biggest  element  at 
that  time? 

Mr.  Merrill.  The  biggest  elenient  at  that  particular  time.  This 
simply  shows  within  the  ooundaries  of  one  city  the  effect  of  what  is 
known  as  the  "  diversity  factor."  The  effect  is  the  more  apparent,  the 
farther  the  market  extends. 

I  have  had  this  map  drawn  [indicating]  as  an  illustration  of  what 
they  are  doing  in  the  West  in  electric-power  transmission.  Here  is  a 
map  of  the  State  of  California,  inverted,  with  San  Francisco  placed 
on  New  York  City.  The  lines  in  red  are  the  lines  which  supply  the 
city  of  San  Francisco  and  adjacent  territory  and  which  are  inter- 
connected into  a  single  operating  system ;  or  which  at  least  have  serv- 
ice connections  with  each  other.  The  lines  in  green,  which  may  be 
hard  to  see  from  the  distance  you  are,  are  in  the  San  Joaquin  Valley. 
This  line  starting  up  here  in  the  Sierra  Mountains^  and  coming  down 
through  to  Los  Angeles  is  the  Southern  California  Edison  Co.  trans- 
mission line.  It  should  be  continued  on  to  San  Diego.  This  line, 
starting  in  Nevada  and  extending  down  through  the  Imperial  Valley 
to  the  Mexican  border,  is  the  transmission  line  of  the  Southern 
Sierras  Power  System.  The  distance  along  the  line  of  transmission 
up  to  this  point  [indicating]  is  something  over  700  mile^s. 

Now,  if  they  had  a  similar  installation  in  the  East  we  could  be 
supplying  New  York  City  from  the  Adirondacks,  from  Niagara,  from 
Pennsylvania,  or  from  West  Virginia,  and  not  be  going  any  farther; 
in  fact  less  than  the  distance  through  which  power  is  carried  in  the 
West. 

The  latest  plan  that  is  being  proposed  in  California  is  the  con- 
struction of  a  plant  up  at  this  point  [indicating]  and  the  building 
of  a  line  down  along  this  dotted  line  clear  to  here  [indicating]. 
Such  a  transmission  line  would  give  interconnection  between  all  the 
systems  shown  on  this  map,  so  that  from  this  point  up  here  in 
northern  California  down  to  the  Mexican  border  there  would  be  a 
single  interconnected  transmission  system. 

In  my  judgment  we  will  not  get  water-power  development  of  conse- 
quence in  the  eastern  United  States  imtil  we  approach  it  in  a  similar 
manner. 
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Mr.  Hamilton.  What  do  you  mean  by  an  interconnected  transmis- 
sion system  ? 

Mr.  Merrill.  I  mean  that  these  s^^stems  in  here  act  as  a  unit,  the 
plants  operate  in  what  is  called  "in  parallel."  Not  only  do  the 
various  units  within  each  of  the  several  separate  systems — four  of 
them — operate  in  parallel,  but  the  several  systems  have  service  con- 
nections with  each  other. 

This  means  that  each  can  supplv  power  to  any  one  of  the  others  as 
needed.  It  does  not  mean  that  all  the  plants  of  all  the  systems  are 
operated  in  parallel,  although  I  understand  that  even  this  has  occa- 
sionally been  done,  but  that  they  can  make  service  connections  when 
that  is  necessary.  If  one  system  gets  short  of  power  it  can  take  from 
another^  and  vice  versa.  I  understand  that  the  proposed  line  which 
I  have  mdicated  upon  the  map  will  give  similar  service  connections 
between  all  the  important  power  systems  in  the  State. 

Mr.  Britton  (interposing).  And  that  line  is  being  projected  to 
the  Oregon  line. 

Mr.  Hamilton.  So  that  the  whole  power  of  all  those  systems  can 
be  moved  from  point  to  point  as  necessary  i 

Mr.  Merrill.  Yes,  sir. 

Mr.  Raker.  What  is  the  relative  loss  in  energy,  Mr.  MeiTill,  by 
such  long  transmission? 

Mr.  Merrill.  I  can  not  say. 

Mr.  Raker.  It  is  not  very  great,  is  it? 

Mr.  Merrill.  It  depends  altogether  on  how  big  lines  are  put  in. 

Mr.  Raker.  I  mean,  taking  the  whole  system. 

Mr.  Merrill.  Mr.  Britton  says  about  25  per  cent.  It  varies.  With 
a  long  straightaway  transmission  like  this,  of  the  Southern  Cali- 
fornia Edison  Co.,  carrying  a  large  amount  of  power,  the  loss  would 
probably  be  considerably  less  than  25  per  cent. 

I  have  presented  this  map  as  an  illustration  of  what  I  believe  is 
the  only  way  in  which  we  can  get  anv  water-power  development 
of  consequence  on  the  Atlantic  coast.  I  do  not  see  any  rea.son  why 
it  can  not  be  done  here  if  it  is  done  in  California.  Of  course,  the 
<;limatic  conditions  of  the  East  would  make  it  more  difficult  to 
handle  transmission  lines  over  such  long  distances,  but  we  ought  at 
least  to  be  able  U>  approximate  the  systems  of  the  West. 

Mr«  Rakbr.  What  is  the  cause  of  the  great  loss  of  power  in  such 
transmission — is  it  in  the  wire? 

Mr.  Merrill.  In  the  wire.  Energy  is  expended  in  heating  the 
wire,  and  the  smaller  the  wire  the  CTeater  the  loss.  It  is  analogous 
to  forcing  water  through  a  pipe.  If  you  try  to  force  a  large  volume 
through  a  small  pipe,  a  great  amount  of  energy  is  used  up  in  fric- 
tion, and  the  smaller  the  pipe  is  the  greater  the  loss  by  friction. 
Of  course,  the  two  cases  are  not  strictly  parallel,  because  trans- 
nussion  losses  are  not  wholly  due  to  resistance  in  the  conductors, 
but  it  will  serve  as  a  fairly  good  illustration. 

The  Chairman.  What  is  the  relative  cost  of  oonatruction  of  these 
transmission  lines?    Does  that  call  for  a  considerable  investment  of 
capital  ? 
•Mr.  Merrill.  Yes,  sir;  it  does. 

The  Chairman.  Then  interconnection  would  add  something  to  the 
capital  charge? 
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Mr.  MEKRiiiL.  It  would.  It  would  add  probably  an  average  of 
about  $10,000  a  mile  for  the  various  sizes,  would  it  not,  Mr.  Britton  ? 

Mr.  Britton.  Approximately  that. 

Mr.  Parker.  In  California  you  have  snow  mountains  which  give 
summer  power  flow  to  the  rivers.  In  this  region  there  are  no  snow 
mountains  in  the  Alleghenies,  or  practically  none,  and  summer  power 
is  rather  deficient.     Have  you  been  over  that  question? 

Mr.  Merrill.  I  have  described  California  conditions  for  purposes 
of  illustration.  There  are  a  good  many  storage  possibilities  in  the 
East,  and  eastern  developments  would  require  storage  in  reservoirs 
to  offset  in  part  the  storage  in  snow  that  can  be  had  in  the  western 
mountains. 

Mr.  Haker.  Mr.  Merrill,  is  it  not  also  true  that  in  practically  all 
these  systems  in  California  they  have  to  supplement  it  by  reservoirs? 

Mr.  Merrill.  Yes;  although,  of  course,  there  are  a  few  streams 
which  flow  out  of  the  lava  caps  in  the  northern  part  of  California 
which  do  not  require  reservoirs. 

Mr.  Eaker.  Of  course,  that  provides  quite  a  constant  flow,  but  still 
they  get  the  benefit  of  the  storage  reservoirs  by  using  the  water  for 
irrigation. 

Mr.  Merrill.  Yes. 

Consideration  of  the  needs  of  the  future,  particularly  of  the  years 
immediately  following  the  close  of  the  war,  have  prompted  certain 
of  the  provisions  of  section  4  of  the  bill.  Unless  the  war  is  pro- 
longed to  the  exhaustion  of  the  United  States,  as  well  as  of  the  other 
nations  involved,  the  period  of  reconstruction  will  be  a  period  of 
industrial  activity  in  the  United  States.  The  depletion  of  the  man 
power  of  Europe  and  th^  consequent  reduction  of  immigration,  al- 
ready being  felt,  will  reduce  the  labor  supply  of  this  country  and 
will  increase  labor  costs.  Mechanical  power  must  still  further  take 
the  place  of  manual  labor,  and  no  other  form  of  mechanical  power 
is  so  adaptable  to  all  situations  as  electrical  power.  Our  electro- 
chemical mdustries,  developing  under  the  stimulus  of  war  demands 
and  the  cessation  of  imports,  will  require  increasing  amounts  of  elec- 
tric power  if  the  United  States  is  to  take  its  place  as  a  competitor 
in  the  world's  markets,  or  is  even  to  supply  its  domestic  demands. 
Through  the  example  of  the  Milwaukee  Railroad  and  of  the  Norfolk 
&  Western,  railroad  electrification  has  been  proven  a  mechanical  and 
financial  success.  With  the  utilization  of  water  power,  it  will  be- 
come a  permanent  factor  in  the  development  of  our  great  transporta- 
tion systems,  increasing  their  efficiency,  decreasing  their  cost,  and  re- 
ducing the  drain  on  our  coal  and  petroleum  resources. 

If  we  are  to  be  prepared  for  the  development  that  must  come,  it  is 
necessary  to  be  informed — to  have  the  data  ready.  To-day  we  know 
practically  nothing  about  our  water-power  resources.  We  know,  of 
course,  that  there  are  abundant  water  powers  in  the  Northwest  and 
in  the  Southeast,  that  there  are  lesser  amounts  in  the  Rocky  Moun- 
tain regions  of  the  West  and  in  the  central  and  northern  Appalach- 
ians. Our  mineral  deposits  have  been  mapped  and  measured,  our 
timber  resources  cruised,  our  agricultural  resources  minutely  exam- 
ined, but  nolx)dv  knows  whether  our  water-power  resources  are  30,- 
000,000  or  300,000,000  horsepower,  or  what  is  the  relation  of  the 
powei*s  of  any  particular  territory  to  any  particular  market. 
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Such  information  as  has  been  secured  here  and  there  has  been 
merely  incidental  to  some  other  line  of  investigation  or  has  been 
secured  for  purely  statistical  purposes.  Only  isolated  studies  have 
been  made  oi  the  economic  relation  of  particular  sites  or  districts  to 
particular  uses  or  markets,  and  these  have  been  almost  entirely  upon 
private  initiative. 

Our  northern  neighbor,  Canada,  on  the  other  hand,  has  not  failed 
to  realize  the  importance  of  this  line  of  investigation.  Not  content 
with  general  and  superficial  information,  the  Canadian  Government 
has  made  intensive  studies  of  certain  districts  which  give  promise  of 
early  development,  has  mapped  the  sites,  measured  the  water  supply, 
designed  the  structures^  and  published  the  data  for  the  information 
of  anyone  who  may  wish  to  develop  the  power.  Not  only  are  the 
data  sufficient  for  a  prospective  developer  to  determine  the  cost  of 
construction,  but  he  knows  also  just  where  the  plant  must  be  located 
and  what  character  of  construction  the  Government  will  require. 
By  this  means  Canada  is  advertising  its  water-power  resources,  invit- 
ing capital,  and  preparing  for  development. 

Similar  studies  should  oe  made  in  the  United  States — ^not  exten- 
sive but  intensive — studies  of  the  economic  relation  of  particular  sites 
or  groups  of  sites  to  particular  power  needs.  Plans  should  be  drawn 
for  the  development  of  streams  and  of  stream  systems  in  such  a  way 
that  the  most  complete  development  can  be  secured.  Particularly 
are  such  studies  needed  in  the  East,  where  the  greatest  demand  for 
power  exists,  where  water  power  meets  the  keenest  competition  with 
steam  power,  and  where  on  this  account  nothing  short  of  a  compre- 
hensive plan  of  development  involving  the  interconnection  of  many 
Slants  over  a  considerable  territory  will  make  possible  any  general 
evelopment  of  water  power.  Such  studies  and  such  development 
will  transcend  State  lines,  and  only  the  Federal  Government  will 
have  sufficient  authority  to  conduct  the  necessary  investigations  or  to 
direct  the  development. 

Organization  required. — The  first  step  in  carrying  out  the  purpose 
of  tlie  bill  under  consideration  should  consist  in  coordinating:  the 
activities  of  the  three  departments  which  have  to  do  with  water 
power,  in  order  that  whatever  is  done  by  existing  agencies  mav  be 
done  under  a  consistent  plan  with  a  definite  end  in  view,  that  there 
may  be  no  duplication  of  work,  overlapping  of  functions  or  conflict 
of  authority.  It  is  proposed  to  accomplish  this  by  the  creation  of  a 
commission  composed  of  the  Secretaries  of  War,  Interior,  and  Agri- 
culture. It  is  further  proposed  that  the  work  of  the  commission 
shall  "in  so  far  as  practicable  be  performed  by  and  through"  the 
existing  agencies  of  the  respective  departments.  Action  can  be 
taken  upon  applications,  permits,  and  licenses  can  be  issued,  the  gen- 
eral administration  of  the  act  can  be  carried  out,  and  a  certain 
amount  of  investigative  work  can  be  performed  in  this  manner  and 
by  these  agencies,  but  no  supervision  over  accounting,  no  regulation 
of  rates  or  of  service,  and  no  investigative  work  of  the  character  re- 
quired can  be  undertaken  by  the  several  departments  as  now  consti- 
tuted, even  were  it  advisable  that  the  performance  of  such  functions 
should  be  distributed  among  three  departments.  The  second  step, 
therefore,  should  be  to  provide  the  commission  with  enough  of  an 
organization  to  enable  it  to  exercise  those  functions  which  are  be- 
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yond  the  duties  of  the  several  departments  and  which  require  the 
direct  supervision  of  a  single  authority  for  their  proper  and  efficient 
exercise.  It  is,  therefore,  urgently  recommended  that  a  commission 
be  created  as  proposed  in  the  bill  and  it  be  given  ample  authority  to 
undertake  such  investigative  or  other  work  as  may  be  necessary  to 
promote  and  prepare  for  the  power  development  which  the  near 
future  will  require. 

The  shortage  of  fuel,  the  overloading  of  our  transportation  sys- 
tems, the  demands  for  industrial  power  and  the  unsatisfactory  finan- 
cial situation  of  our  public  utilities  emphasize  as  never  before  the 
imperative  need  of  immediate,  adequate,  and  comprehensive  legisla- 
tion. Our  industrial  efficiency,  both  during  the  war  and  thereafter, 
will  be  increased  or  diminished  according  to  whether  we  do  or  do 
not  make  adequate  provision  for  the  development  of  our  water  power 
resources.  In  view  of  these  ciroumstanoes,  it  is  submitted  that  water- 
power  legislation  should  be  considered  a  war-emergency  measure, 
and  as  such  should  be  taken  up  by  Congress  and  passed  at  an  early 
date. 

Mr.  EscH.  You  spoke  of  using  instrumentalities  now  existing.  I 
suppose  your  idea  is  to  prevent  duplication. 

Mr.  Merrill.  Yes;  so  that  so  far  as  an  organization  is  provided 
for  the  commission,  it  shall  not  be  a  duplication  of  any  individuala 
or  of  any  organization  now  existing. 

Mr.  EscH.  Then  you  would  levy  tribute  on  the  Weather  Bureau 
for  the  rainfall  of  the  various  portions  of  the  United  States) 

Mr.  Merrill.  Yes. 

Mr.  EscH.  You  would  levy  tribute  on  the  (Geological  Survey  for 
the  topographic  surveys  thus  far  made? 

Mr.  Merrill.  Yes;  thus  far  made. 

Mr.  EscH.  And  for  stream  measurements) 

Mr.  Merrill.  Yes. 

Mr.  EscH.  Are  those  stream  measurements  adequate  for  your  put- 
poses? 

Mr.  Merrill.  The  character  of  the  work  is  adequate.  Whether  the 
investigations  are  extensive  enough  in  any  particular  territory  could 
only  be  determined  by  examining  the  records.  What  I  have  in  mind 
for  these  investigations  is  not  an  attempt  to  so  out  and  make  a 
general  survey  of  the  water-power  resources  of  the  United  States. 
It  would  take  many  years  to  get  any  general  survey  that  would  be 
satisfactory.  What  we  ought  to  be  able  to  do  is  to  take  a  particular 
territory  where  there  is  an  existing  demand  for  water  power  like  the 
territory  around  ammunition  centers  and  manufacturing  centers  in 
the  East,  and  around  shipbuilding  centers  on  the  Pacific  coast,  and 
find  out  what  powers  are  now  being  used,  and  further  powers  are 
available.  We  should  carefully  investigate  these  sites,  prepare  gen- 
eral plans  for  their  development,  estimate  costs,  study  tneir  relation 
to  present  and  prospective  markets,  advertise  the  sites  through  pub- 
lication of  the  data,  and  as  far  as  possible  promote  their  utilization. 
In  so  far  as  practicable  such  investigations  should  be  carried  an  ip 
cooperation  with  the  State  commissions,  the  Federal  Gk>vemment 
should  lend  its  influence  toward  securing  interooimeotlen  between 
isolated  plaBis,  should  investigate  the  eost  ol  oem^ruotien  and  the 
economies  which  would  result,  dbeuld  make  suoh  data  pufa^e,  and 
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should  endeavor  through  cooperation  with  State  and  other  agencies 
to  promote  this  most  important  means  of  increasing  our  power 
supply. 

Mr.  Parkbb.  Have  you  made  any  estimate  of  how  much  summer 
flow  of  water  power  there  is,  without  dams  as  at  present,  within  700 
miles  of  the  city  of  New  York,  excluding  the  falls  of  Niagara  ? 

Mr.  Meirbiix.  No,  sir. 

Mi\  Parhbb.  The  falls  of  Niagara  are  international  in  character 
a  lid  partly  belong  to  Canada. 

Mr.  Mhrbill.  Studies  were  made  in  the  Adirondack  country  sev- 
eral years  ago  by  the  Conservation  Commission  of  New  York. 

Mr.  Parkeb.  It  was  not  very  large. 

Mr.  Merbiix.  Not  the  sunmier  flow ;  no. 

Mr.  Houghton.  I  represent  the  conservation  commission  of  New 
York,  and  I  will  be  very  glad  to  give  that  information  to  you  gentle- 
men.   I  have  it  here  in  my  portfolio. 

The  Chairman.  We  will  take  that  up  later. 

Mr.  Merrux.  I  want  to  show  you  an  illustration  of  something 
they  are  doing  in  Canada.  Here  is  a  report  gotten  out  by  the  Cana- 
dian Government  entitled  "  The  Winnipeg  River  power  and  storage 
investigation."  It  is  a  complete  study  of  the  river  above  the  city  of 
Winnipeg,  with  all  the  possibilities  of  water  storage  and  power  de- 
velopment. It  is  one  ox  the  most  complete  reports  I  have  ever  seen 
in  the  nature  of  a  power  study. 

Mr.  EsoH.  Does  that  locate  the  power  plant? 

Mr.  Merrili^.  It  locates  the  power  plants  and  in  general  is  a  com- 
prehensive plan  for  the  development  of  that  stream  above  the  city  of 
Winnipeg.  If  anybody  wi^es  to  build  a  plant  anywhere  on  that 
stream,  it  will  have  to  be  built  in  accordance  with  this  plan  which  has 
bem  made  in  advance.  Any  plant  so  built  must  fit  in  with  the  plan, 
and  development  can  take  place  unit  by  unit  until  the  entire  scheme 
of  development  is  completed. 

Mr.  Hatden.  How  long  do  ^ou  presume  it  took  to  make  up  that 
report — to  gather  the  data  for  it,  etc.  ? 

Mr.  MkrriU/.  It  depends,  of  course,  upon  how  many  were  in  the 
field,  but  it  would  be  a  season's  work  to  go  out  and  make  the 
investigation. 

Mr.  Hatdbn.  And  probably  another  year  to  work  it  out? 

Mr.  Merrill.  Very  likely. 

The  Chairman.  Mr.  Merrill,  I  suppose  one  way  of  treating  the 
stream  as  a  whole  would  be  to  locate  the  power  plants  in  such  a  way 
that  they  would  not  prevent  future  development,  and  you  want  to 
develop  the  whole  field  as  though  it  was  for  one  plant! 

Mr.  Merrill.  Yes;  not  only  that  no  individual  plant  may  inter- 
fere with  others,  but  that  each  individual  plant  shall  be  so  located 
and  so  constructed  that  it  will  fit  into  a  complete  scheme  for  the  whole 
a^ream,  so  as  to  get  the  maximum  results  out  of  it  as  a  unit  when  you 
are  through. 

The  Chairman.  And  the  investigation,  mapping  it  out  beforehand, 
abo^s  the  sites  where  planits  may  be  erected  with  reference  to  co- 
ordinating them  with  all  other  plants  just  as  if  th^y  were  already 
established  ? 

Mr.  Merrill.  Tea,  sir. 
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The  Chairman.  And  thus  unifying  and  connecting  them  together? 

Mr.  Merrill.  Yes. 

The  Chairman.  Mr.  Merrill,  have  you  finished  your  general  state- 
ment? 

Mr.  Merrill.  I  have  finished  my  general  statement.  If  there  are 
any  questions  about  that,  I  will  be  glad  to  answer  them. 

The  Chairman.  Gentleman  of  the  committee,  Mr.  Merrill  is  now 
open  to  interrogatories  from  any  member  of  the  conunittee  who 
wishes  to  ask  him  with  reference  to  the  proposed  substitute  for  all 
other  bills  or,  I  suppose,  on  the  general  suoject  of  water-power  legis- 
lation. 

Mr.  Parker.  Is  Mr.  Merrill  going  to  go  through  the  bill  section 
by  section  ? 

Mr.  Merrill.  I  would  be  gjlad  to  do  that. 

The  Chairman.  Then  I  will  ask  the  members  of  the  committee  if 
it  is  their  desire  that  Mr.  Merrill  shall  take  up  the  proposed  sub- 
stitute section  by  section  and  explain  it,  and  when  he  is  explaining 
any  particular  section  he  shall  be  open  to  questions  as  to  that  sec- 
tion by  members  of  the  committee.  What  is  the  pleasure  of  the 
committee  about  that  ? 

Mr.  Taylor.  I  think  that  is  a  very  good  idea. 

The  Chairman.  Then,  Mr.  Merrill,  we  will  take  up  the  latest 
print  of  the  proposed  bill  and  you  may  explain  it  section  by  section. 

Mr.  Anderson.  Mr.  Chairman,  before  Mr.  Merrill  goes  into  the 
bill  section  by  section  1  should  like  to  ask  some  questions  with  refer- 
ence to  his  general  statement. 

Is  it  your  judgment,  Mr.  Merrill,  that  this  bill  will  give  the  com- 
mission power  to  require  interconnection  between  the  systems? 

Mr.  Merrill.  It  does  not. 

Mr.  Anderson.  Suppose  you  have  two  units  in  the  same  region, 
both  of  them  asking  tor  licenses.  You  have  the  power  to  refuse 
both  licenses.  Would  not  that  power  of  a  refusal  be  an  implement 
to  require  an  interconnection  between  those  plants  for  development 
in  a  certain  way? 

Mr.  Merrill.  That  is  true;  I  misunderstood  your  question.  I 
meant  independently  of  its  power  to  issue  licenses.  In  issuing  a 
license  the  commission  could  put  on  such  restrictions  or  conditions 
as  it  wished  and  which  were  within  the  powers  granted  under  the  bill. 

Mr.  Anderson.  Then  it  would  be  within  the  power  of  the  com- 
mission under  the  license  provision  of  this  bill  to  require  an  inter- 
connection between  the  plants  as  a  condition  to  the  granting  of  the 
license? 

Mr.  Merrill.  I  think  it  would ;  yes. 

Mr.  Lever.  Is  that  so  intended  ? 

Mr.  Merrill.  That  would  be  covered.  I  think,  under  this  general 
provision,  page  14,  section  10: 

That  the  project  a(loi)te(l,  Including  tlie  maps,  phms,  and  si>ecificatIons,  shall 
be  such  as  in  the  judprnient  of  the  commission  N^ill  be  best  adapted  to  a  com- 
prehensive scheme  of  improvement  and  utilization. 

The  Chairman.  Those  matters  will  come  up  in  their  order  when 
we  take  up  the  bill  section  by  section. 
Mr.  Merrill.  Yes. 
The  Chairman.  Are  you  through,  Mr.  Anderson? 
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Mr.  Anderson.  If  it  is  the  intention  to  open  the  proposition  up 
section  by  section,  I  do  not  care  to  go  into  the  matter  lurther  now. 

The  Chairman.  It  is  proposed  that  Mr.  Merrill  shall  explain  the 
bill,  beginning  with  the  first  section  and  going  through  the  bill  sec- 
tion by  section,  and  for  any  member  of  the  committee  to  interrogate 
him  as  soon  as  he  has  made  his  preliminary  explanation  of  the 
section. 

Mr.  Smith  of  New  York.  Mr.  Chairman,  before  Mr.  Merrill  pro- 
ceeds further,  I  wonder  if  it  will  not  take  Mr.  Merrill  the  entire  day 
to  go  through  this  bill  section  by  section?  The  reason  I  ask  is 
that  men  are  here  from  Albany  and  also  from  Buffalo  to  be  heard. 
Of  course,  they  can  wait,  if  it  is  necessary,  but  I  wondered  if  it 
would  not  be  well  to  let  them  be  heard  now,  as  Mr.  Merrill  will  more 
or  less  assist  the  committee  in  making  up  the  bill  finally. 

The  Chairman.  I  think  the  time  it  will  take  him  to  go  through 
it  section  by  section  will  depend  upon  the  number  of  questions  and 
the  length  of  time  it  takes  to  answer  them,  and  Mr.  Merrill  can  not 
tell,  and  neither  can  the  committee,  how  much  time  it  will  take. 

Mr.  Hamilton.  It  seems  to  me  that  inasmuch  as  Mr.  Merrill  is 
ri^t  here  in  Washington,  we  ought  not  to  keep  these  gentlemen 
waiting  who  are  here  from  out  of  town. 

The  Chairman.  Here  is  the  thought  that  occurred  Co  me.  Mr. 
Merrill  comes  here  representing  the  proposed  bill.  Now  until  he 
has  finshed  his  statement,  we  win  not  Know  what  to  ask  other  gentle- 
men appearing  before  the  committee  as  to  the  position  he  takes. 
We  would  like  to  have  the  position  he  takes  with  reference  to  the 
whole  bill  before  the  committee  before  the  other  witnesses  are  ex- 
amined.   It  seems  to  me  that  would  be  the  lo^cal  method  to  pursue. 

Mr.  Taylor.  It  seems  to  me  the  gentlemen  from  outside  would  like 
to  hear  the  postion  of  the  Government  and  the  reasons  for  the  various 
sections  first.  I  should  think  they  would  want  to  hear  that  them- 
selves. Maybe  the  (lovernment  will  explain  away  some  of  the  ques- 
tions they  have  in  mind. 

The  Chairman.  That  is  what  I  thought.  In  other  words,  when  he 
gets  through  it  may  not  take  as  long  for  these  other  gentlemen  to 
make  their  statements,  if  they  know  in  advance  what  his  position  is. 

Mr.  Merrill.  Mr.  Chairman,  if  there  is  no  objection,  I  would  pre- 
fer to  pass  over  the  administrative  features  at  the  start,  and  to  take 
up  the  rest  of  the  bill  and  go  back  to  that  later,  if  that  is  agreeable 
to  the  committee. 

The  Chairman.  Certainly;  proceed  in  such  way  as  you  can  best 
explain  the  bill. 

Mr.  Merrill.  The  first  thing  I  wish  to  speak  about  is  the  character 
of  tenure  granted  under  the  bill,  and  that  will  throw  me  a  little  out 
of  the  order  of  sections.  That  will  begin  at  section  6,  on  page  11. 
What  it  is  proposed  to  do  under  this  legislation  is  to  grant  to  appli- 
cants for  power  rights  on  the  public  lands,  the  national  forests,  and 
the  navigable  rivers,  licenses  for  a  period  of  60  years. 

These  licenses  will  contain  in  specific  terms  all  the  conditions  bind- 
ing upon  the"  licensee,  will  not  be  subject  to  revocation  or  change 
during  the  period  of  50  years,  but  will  terminate  at  the  end  of  the 
60  years.  At  the  end  of  the  60  years  three  courses  are  open :  The 
United  States  may  buy  out  the  properties  of  the  licensee  and  there- 
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after  maintain  and  operate  the  project  for  governmental  purposes;  or 
it  may  grant  a  license  to  somebody  else  on  the  condition  that  the  new 
licensee  buy  out  the  properties  of  the  original  licensee;  or  it  may 
grant  a  new  license  to  the  holder  of  the  original  license.  The  bill 
provides  that  at  the  end  of  the  50  years,  any  one  of  these  three  courses 
may  be  taken.  If  the  properties  are  not  taken  over,  either  by  the 
United  States  or  by  a  new  licensee,  the  original  licensee  shall  have  a 
second  license,  and  after  the  termination  of  the  second  license  a  third 
license,  and  so  on  indefinitely,  each  subsequent  license  to  be  issued 
for  such  period  of  time  and  under  such  conditions  as  the  then  existing 
law  may  prescribe.  That  is,  there  is  to  be  no  time  when  a  licensee 
shall  not  have  either  the  right  to  get  a  new  license  under  appropriate 
conditions,  or  the  right  to  have  his  properties  taken  over. 

The  bill  also  provides  that  if  at  the  termination  of  the  license, 
arrangements  have  not  been  completed  either  for  taking  the  proper- 
ties over  or  for  issuing  a  new  license,  that  the  licensee,  by  mak* 
ing  an  application  for  a  new  license,  may  stay  in  possession  under 
the  conditions  of  the  old  license  until  the  terms  are  arranged.  Such 
a  provision  would  be  particularly  necessary  in  case  the  United  States 
wished  to  purchase  the  property  and  the  determination  of  the  pur- 
chase price  should  go  to  the  courts.  In  such  event  the  licensee  should 
be  maintained  in  his  right  of  occupancy  and  use  until  the  case  is 
determined. 

The  second  important  provision  is  the  price  which  shall  be  paid  if 
the  property  is  taken  over. 

Mr.  Andehson.  Before  you  leave  the  license  proposition,  I  do 
not  know  that  I  understand  that.  The  seotion  proviqes  that  at  the 
expiration  of  the  original  license  period  the  licensee  shall  remain  in 
possession  and  of  course  would  continue  under  the  terms  of  the 
original  license? 

Mr.  MEiuiiiiL.  Yes,  sir. 

Mr.  Anpersok.  What  inducement  would  there  be  for  him  to  take  a 
new  license  under  those  conditions,  if  the  terms  prescribed  for  a 
renewal  of  the  license  were  more  onerous  on  him  than  the  conditions 
of  the  original  license? 

Mr.  M^tRii4i.  The  paragraph  states  how  long  he  can  stay  in  pos* 
session,  He  can  stay  m  possession  until  the  properties  are  purchased 
by  the  United  States — purchased  by  somebody  else — or  a  new  license 
is  tendered, 

Mr.  Anderson.  Well,  suppose  that  he  refuses  the  terms  of  the  new 
license,  what  happens  then  i 

Mr.  Merrilu  If  the  terms  of  the  new  license  are  reasonable  and 
eome  within  the  provisions  of  that  proviso  of  section  15 — — 

Mr.  Anderson  (interposing) .  What  I  am  trying  to  get  at  is,  what 
are  the  relative  rights  of  the  licensee  and  the  Government  at  the 
e^ipiration  of  the  lease? 

Mr.  MusRiLii,  At  the  eispi ration  of  the  license  the  applicant  must 
apply  for  a  new  lioense  in  order  to  maintain  his  rights.  He  has  no 
rights  even  of  occupancy  until  he  applies  for  a  new  license.  After 
his  application  ia  filed,  the  Government  must  do  one  of  three  things — 
take  the  property  itself,  turn  it  over  to  some  one  else,  or  offer  him 
a  new  license.  It  offers  him  a  new  license  under  the  provisions  of 
seetion  15  on  pagQ  22,  under  the  terms  and  conditions  prescribed  by 
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then  existing  law,  with  the  further  condition  that  such  terms  shall 
not  be  imposed  upon  him  as  will  impair  his  investment.  If  terms 
are  imposed  by  the  United  States  that  would  impair  his  investment, 
I  presume  he  would  have  the  right  to  take  it  to  the  courts.  If  the 
terms  imposed  are  not  such  as  to  impair  his  investment,  then,  if  he 
does  not  accept  the  license,  he  is  a  trespasser  and  we  can  proceed 
under  the  law  to  get  him  off. 

Mr.  Anixbrson.  If  he  does  not  accept  the  terms  of  the  license  offered 
him  the  Government  has  two  recourses,  either  to  take  over  the  prop- 
erty or  to  lease  it  to  another  licensee? 

Mr.  Merrill.  If  he  does  not  accept  a  fair  licence  offered  those  op- 
tions are  not  open  to  him.  If  the  Government  does  not  wish  to  take 
the  project  over  and  can  not  find,  or  does  not  wish  to  find,  anyone 
else,  the  original  licensee  must  accept  the  new  license  tendered.  We 
will  admit  for  the  sake  of  the  argument  that  the  new  license  offered 
is  within  the  provisions  of  this  proviso  of  section  15.  If  it  is  and  he 
does  not  take  it,  he  is  nothing  but  a  mere  trespasser  on  the  land  of 
the  United  States,  without  any  authority  in  law  to  stay  there. 

The  Chairman.  And  his  power  to  operate  would  cease? 

Mr.  Merrill.  Yes.  sir;  his  power  to  operate  would  cea^e. 

Mr.  Ferris.  You  leave  the  whole  burden  on  the  Government  to 
get  him  out,  rather  than  on  the  applicant  to  get  a  new  license,  which 
IS  a  very  important  burden. 

Mr.  Merrill.  We  say  that  he  must  apply  for  a  new  license  or  else 
he  has  no  further  rights. 

Mr.  Ferris.  His  application  for  a  new  license  sets  out  the  terms 
satisfactory  to  him  which,  perhaps,  may  not  be  consonant  with  the 
terms  that  the  Government  would  wish  at  all.  In  that  way  you  ar- 
rive at  a  sharp  conflict,  and  that  conflict  leaves  the  applicant  in 
charge  and  in  operation  under  the  lease  until  such  time  as  you  get 
him  out,  which  in  the  natural  course  may  be  forever. 

Mf.  Merrill.  Even  if  his  rights  should  absolutely  terminate  at 
the  end  of  50  years  under  the  proposed  act,  the  only  way  you  could 
get  him  off  would  be  by  action  instituted  by  the  Government. 

Mr.  Ferris.  We  are  now  preparing  a  new  law  and  this  law  will 
make  it  easier  or  harder  just  as  we  write  it  here. 

Mr.  Merrill.  The  bill  provides  that  he  must  have  a  new  license 
under  conditions  prescribed  by  the  law  at  the  time,  which  conditions 
shall  not  be  such  as  to  impair  his  investment. 

Mr.  Ferris.  Just  what  does  that  mean  ?  Where  did  that  proviso 
in  italics  come  from  ? 

Mr.  Merrill.  Without  the  italics  in  there  it  means  that  the  license 
would  be  tendered  under  any  conditions  that  the  law  might  pre- 
scribe at  the  time.  If,  at  the  termination  of  a  license,  the  licensee 
had  the  option  either  of  taking  a  new  license  or  of  having  his  prop- 
erties purchased  by  the  United  States  or  by  a  new  licensee,  the  origi- 
nal licensee  need  have  no  concern  about  the  conditions  that  might  be 
required  in  the  new  license,  but  he  has  no  option  at  all,  only  the 
Government  has  that.  If  the  Government  does  not  take  over  the 
property  or  find  some  other  applicant,  the  original  licensee  must 
either  accept  the  conditions  offered  or  abandon  his  property.  Under 
such  circumstances,  it  is  only  fair  and  reasonable  to  provide  that 
the  conditions  of  the  new  license,  which  he  must  take,  shall  not  be 
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such  as  to  impair  the  investment  he  has  made.  The  plant  is  built, 
the  money  is  m  it,  and  it  can  not  be  taken  out.  It  is  a  far  different 
situation  from  that  which  he  faced  when  he  took  his  original  license 
before  the  investment  had  been  made  and  when,  if  he  did  not  like  the 
conditions,  he  could  have  stayed  out.  I  think  we  all  agree  that  it 
is  not  reasonable  to  assume  that  Congress  would  relicense  any  prop- 
erties 50  years  from  now  under  conditions  which  would  be  imrea- 
sonable,  but  you  can  not  always  make  the  man  who  puts  up  his 
money  feel  that  way  about  it. 

Mr.  Ferris,  That  is  true.  We  do  not  now  want  to  tie  the  hands  of 
Congress  as  to  what  they  can  do  50  years  hence.  What  is  done  then 
will  depend  on  what  is  reasonable  50  years  hence.  We  do  not 
want  to  write  any  law  to-day  that  will  involve  any  serious  principle. 

Mr.  Merrill.  We  can  not  enact  a  law  which  will  connscate  his 
property. 

Mr.  Ferris.  We  can  enact  a  law  providing  that  we  will  give  a 
license  for  50  years  and  when  the  50  years  have  expired  they  can 
get  a  new  license  under  the  conditions  which  the  law  provides. 
There  is  no  question  about  that. 

Mr.  Merrill.  That  can  be  done. 

Mr.  Ferris.  We  grant  a  street  car  company  a  license  for  a  period 
of  years,  but  we  do  not  propose  to  buy  their  franchise  or  worthless 
junk,  as  the  case  may  be,  at  the  end  of  the  period.  When  the  license 
has  expired  they  can  go  out  and  get  a  new  license.  The  condition 
here  is  equivalent  to  that. 

Mr.  Merrill.  When  a  25-year  license  or  franchise  is  granted  to  a 
street  car  company,  and  the  company  has  laid  its  tracks  in  the  streets 
of  the  city,  it  is  not  the  expectation  or  the  intention  that  when 
the  25  ^ears  are  up  that  the  franchise  will  be  revoked,  the  service 
discontinued,  and  tne  rails  removed. 

Mr.  Ferris.  You  do  not  have  to  do  anything.  The  franchise  re- 
vokes itself.  We  do  not  obligate  ourselves  to  do  anything.  The 
inertia  and  the  activity  must  come  from  the  applicant  to  keep 
himself  in  court.  It  is  a  very  important  question  as  to  whether  or 
not  a  ponderous,  cumbersome  Federal  Government,  slow  of  enact- 
ment and  slow  of  accomplishment,  should  be  left  with  this  burden 
to  get  somebody  out  after  thev  have  had  a  term  of  years  which,  to 
most  of  us,  seems  sufficient,  it  is  a  thing  that  divides  itself  into  a 
grant  or  a  lease  for  a  term  of  years  or  a  grant  in  perpetuity. 

Mr.  Merrill.  I  rather  think  that  we  are  not  quite  understanding 
each  other. 

Mr.  Ferris.  I  am  speaking  generally. 

Mr.  Merrill.  I  will  take  it  in  general.  We  will  suppose  that  there 
is  a  grant  for  50  years,  with  no  conditions  beyond  that  of  any  kind. 
We  do  not  even  provide  that  there  can  be  a  new  license.  We  will 
suppose  that  at  the  end  of  50  years  there  is  no  law  allowing  renewal, 
that  the  man  can  not  get  a  license.  What  is  going  to  be  done?  His 
license  has  expired  and  he  has  no  further  rights. 

Mr.  Ferris.  Congress  can  take  action  at  that  time. 

Mr.  Merrill.  Assume  that  Congress  takes  no  action,  the  man  is 
operating  on  the  public  land  and  he  has  no  license. 

Mr.  Ferris.  If  a  man  is  operating  at  a  profit,  he  knows  that  his 
rights  terminate^  at  a  certain  time,  and  that  he  must  take  certain 
action  to  protect  his  rights. 
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Mr.  Merrill.  We  will  suppose  that  his  rights  under  license  have 
terminated  and  that  there  is  no  intention  to  give  him  anything  fur- 
ther. Then  the  question  is  what  is  ^oing  to  be  done.  If  a  man  has 
$50,000,000  of  property  he  can  not  just  pick  it  up  and  carry  it  off. 
He  will  continue  to  stay  there  and  operate,  and  then  the  initiative  is 
upon  the  Government  to  bring  suit. 

Mr.  Ferris.  He  is  not  going  to  stay  unless  he  can  renew  his  rights. 

Mr.  Merrill.  What  will  he  do  ? 

Mr.  Ferris.  Five  or  ten  years  before  the  term  expires  he  is  coming 
back  to  Congress  and  secure  a  new  lease,  if  he  can. 

Mr.  MJBRRiLL.  Let  us  keep  to  the  original  assumption.  If  he  is  not 
going  to  be  able  to  get  anything,  what  is  he  going  to  do  ? 

Mr.  Ferris.  Get  out ;  that  is  all  there  is  to  it. 

Mr.  Merrill.  I  do  not  think  so.  He  is  going  to  say,  "I  do  not 
think  Congress  had  that  in  mind ;  that  it  intended  to  confiscate  my 
property  or  force  me  to  abandon  it ;  and  I  am  going  into  the  courts 
to  find  out  what  my  rights  and  etjuities  are." 

Mr.  Ferris.  He  has  no  other  right  except  to  stay  there  50  years. 

Mr.  Merrill.  For  example,  we  have  a  permit  out  in  a  national 
forest.  Assume  that  for  some  reason  or  other  it  is  revoked.  Do  you 
not  think  the  permittee  is  going  to  say  "  I  think  that  revocation  was 
beyond  the  power  of  the  Secretary  under  the  law,  and  I  am  going  to 
find  out  what  my  rights  are  in  the  courts"?  Either  the  permittee 
will  do  that  of  his  own  initiative  in  order  to  protect  his  rights,  or  he 
will  simply  stay  there  and  say  "I  am  not  going  to  move  until  the 
Government  undertakes  to  put  me  off,"  and  so  the  suit  would  have  to 
be  instituted  by  the  Government. 

Mr.  Ferris.  It  does  not  make  any  difference  what  the  applicant 
supposes.  After  you  got  an  injunction  against  the  applicant  who 
had  failed  to  obey,  would  not  the  court  immediately  grant  an  order 
restraining  him  from  goinc:  ahead. 

Mr.  Merrill.  If  reasonable  action  had  been  taken  under  the  law. 

Mr.  Ferris.  Well,  assuming  that  it  is  under  the  revocable  permit 
system,  which  I  think  is  bad,  I  think  it  is  unfair  to  the  operator  and 
to  everybody,  but  that  is  beside  the  question.  You  have  the  power  to 
revoke  the  permit? 

Mr.  Merrill.  Yes,  sir. 

Mr.  Ferris.  If  you  exercise  that  power,  and  the  applicant  dis- 
obeys your  exercise  of  that  power,  any  court  in  the  country  would 
promptly  grant  an  injunction  against  the  applicant  and  against  the 
abuse? 

Mr.  Merrill.  I  think  even  then  the  Government  would  have  to 
start  the  action. 

Mr.  Ferris.  You  start  it  under  the  revocable  permit  law  by  an  in- 
junction, perhaps? 

Mr.  Merrill.  Yes,  sir ;  but  what  I  am  trying  to  brin^  out  is  that 
regardless  of  the  character  of  the  conditions  offered  in  any  new 
license  the  licensee  can,  if  he  wishes,  merely  by  refusing  to  accept 
the  conditions  force  the  hand  of  the  Government,  force  tne  Govern- 
ment to  take  the  initial  action  either  to  compel  him  to  accept  the  con- 
ditions to  put  him  off. 

Mr.  Ferris.  Any  trespasser  can  do  that. 

Mr.  Merrill.  There  are  other  important  points  to  be  considered  in 
connection  with  this  legislation.     In  general  we  should,  on  the  one 
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hand,  seek  to  protect  every  public  right  in  the  national  resources, 
and,  on  the  other  hand,  to  make  the  undertaking  as  secure  as  we  ean 
for  the  capital  that  goes  in.  We  should  have  protection  in  both 
respects.  There  is  no  good  reason  why  we  should  put  restrictions  on 
investment  in  these  projects  that  will  make  it  more  difficult  to  secure 
capital  and  hence  more  expensive  to  develop  them,  if  we  do  not  at  the 
same  time  get  at  least  a  compensating  public  benefit  from  these  re- 
strictions. This  is  a  principle  which  should  be  given  careful  con- 
sideration in  dealing  with  any  legislation  of  this  kind. 

Mr.  Ferris.  Is  not  the  interest  of  the  Government  better  conserved 
by  making  it  easier  to  get  it  away  from  the  applicant  than  by  making 
it  harder  for  the  Government? 

Mr,  Merrill.  That  depends  upon  how  much  you  increase  the  cost 
of  capital  or  limit  its  investment  in  these  projects  by  the  character 
of  the  conditions  which  you  impose  in  order  to  make  it  easy  to  get 
possession  of  the  property.  Personally  I  think  that  the  public  in- 
terest is  better  served  by  taking  a  chance  that  the  Government  may 
occasionally  have  to  go  into  court  in  the  case  of  a  dispute  than  by 
making  it  harder  and  more  expensive  in  every  case  to  get  the  money 
to  develop  the  projects. 

Mr.  Ferris.  Do  you  not  make  some  difference  in  that  statement  on 
the  proposition  of  granting  a  50-year  pennit,  which  we  do  here, 
and  your  provision  as  now  presented  to  give  them  a  permit  which 
may  run  a  month  or  a  day  or  a  lifetime,  would  you  not  make  some 
difference? 

Mr.  Merrill.  Yes,  sir. 

Mr.  Ferris.  In  one  case  the  man  is  secure  for  50  years  and  in  the 
other  case  he  is  not  secure? 

Mr.  Merrill.  Yes;  but  there  is  this  consideration  also:  Suppose 
you  make  a  grant  for  50  years ;  unless  a  man  knows  with  reasonable 
certainty  that  he  is  going  to  get  just  treatment  at  the  end  of  the 
period  he  is  accepting  a  risk  which  must  be  met  in  higher  cost  of 
capital,  or  he  must  write  off,  during  the  period  of  his  license,  as 
much  of  the  investment  as  he  thinks  will  afford  him  protection. 
Either  course  puts  a  burden  on  the  capital  that  goes  in  and  makes 
it  more  expensive  to  develop  our  power  resources.  It  is  a  price  that 
should  not  be  paid  unless  a  positive  public  benefit  can  be  shown. 

Mr.  Ferris.  That  same  principle  has  always  been  advanced  by 
some  of  the  Senators,  the  laying  aside  of  any  royalties  which  would 
be  an  additional  burden. 

Mr.  Merrill.  That  is,  taking  all  royalties  off.  Some  people,  cd 
course,  believe  royalties  will  have  a  similar  effect. 

Mr.  Ferris.  You  would  not  want  to  dispense  with  the  royalties? 

Mr.  Merrill.  Not  if  reasonable  in  amount. 

Mr.  Ferris.  Even  though  the  other  would  cause  them  to  amortize 
within  the  term,  you  would  not  want  to  make  it  perpetual  to  avoid 
that? 

Mr.  Merrill.  Not  by  anv  means.  I  believe,  however,  that  the  con- 
ditions of  renewal  can  be  fixed  so  as  fully  to  protect  the  public  inter- 
est without  necessitating  any  amortization  at  all  on  the  part  of  the 
licensee. 

Mr.  Ferris.  You  would  not  want  to  urge  a  proposition  that  would 
make  it  difficult  to  get  it  away  from  them? 
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Mr.  MwsiLL.  I  do  not  think  that  has  been  done. 

Mr.  FsiiBi-%.  I  am  not  saying  that  it  has  been  done. 

Mr.  Mebr^ix.  No;  I  would  not. 

Mr.  DoREMus.  You  provide  in  section  6,  "After  the  termination  of 
the  original  or  of  any  subsequent  period  the  licensee  upon  applica- 
tion for  a  new  license  shall  continue  in  undisturbed  possession."  Do 
you  have  any  particular  reason  in  mind  for  providing  that  the 
original  licensee  should  not  be  required  to  make  his  application  for 
a  new  license  until  the  termination  of  the  original  license? 

Mr.  Merrill.  I  do  not  think  that  language  necessarily  means  that 
he  must  wait  imtil  the  end  before  he  makes  his  application.  I  did 
not  intend  that. 

Mr.  DoREMus.  Have  you  an^y  other  provision  in  this  bill  limiting 
the  time  within  which  the  original  licensee  shall  make  his  appli- 
cation f 

Mr.  Merrill.  There  is  none. 

Mr.  DoREMus.  Do  you  not  think  there  should  be? 

Mr.  Merrill.  It  might  be  advisable  to  do  so. 

Mr.  DoREMUS.  It  is  not  quite  imperative,  not  only  from  the  stand- 
point of  the  Government  but  from  the  standpoint  of  the  man  who 
invests  in  these  projects,  that  the  time  should  be  fixed  within  which 
he  must  make  his  application  for  a  new  license  or  for  an  extension 
of  the  original  lease  for  the  same  period? 

Mr.  MerriIiL.  It  is  a  question  whether  it  is  necessary  that  this 
should  be  done  in  the  law  itself  or  shall  be  covered  by  regulations 
under  the  law. 

Mr.  DoREMUS.  As  the  bill  now  stands  the  original  licensee  could 
wait  until  the  expiration  of  the  50-year  period,  and  then,  by  filing  an 
application  for  an  extension  of  the  time,  could  continue  undisturbed 
in  the  possession  of  the  rights  he  acquired  under  the  original  license. 
Do  you  not  think  that  the  original  licensee,  if  he  desires  a  new 
license,  should  be  required  under  the  act  itself  to  file  his  application 
within  a  time  to  be  fixed?  And  I  would  suggest  that  that  time 
should  be  before  the  expiration  of  the  original  license. 

Mr.  Merrill.  There  is  certainly  no  objection  to  that.  It  should  bo 
provided,  either  in  the  law  or  in  the  regulations  under  the  law,  that 
the  application  should  be  on  file  a  sufficiently  long  time  before  the 
expiration  of  the  lease  so  if  the  licensee  is  going  to  get  a  new  license 
it  wUl  be  ready  for  him  when  the  50  years  are  up. 

Mr.  DoREMUs.  When  the  commission  comes  to  issue  licenses  under 
the  terms  of  this  bill  it  would  be  limited,  of  course,  in  the  exercise 
of  its  power  to  the  provisions  of  this  act. 

Mr.  Merrill.  It  will. 

Mr.  Doremus.  Would  there  be  any  authority  under  which  the 
commission  could  require  the  original  licensee  to  make  application 
under  section  7? 

Mr.  Merrill.  I  do  not  believe  that  the  language  in  line  1*2,  on 
page  12,  necessiirily  means  that  the  application  must  be  filed  after 
the  50-year  period  has  expired. 

Mr.  Doremus.  Put  it  this  way :  Supposing  that  this  bill  becomes  a 
law  just  as  written,  where  would  the  commission  get  its  power  to 
require  a  licensee  to  apply,  we  will  say,  within  three  years  or  two 
years  or  five  years  before  the  expiration  of  the  lease? 
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Mr.  Merrill.  It  depends  entirely  upon  the  interpretation  of  the 
words  '^upon  application,"  whether  that  means  application  after 
the  termination  of  the  period  or  application  at  any  time  that  the 
commission  might  direct. 

Mr.  Taylor.  There  would  be  no  objection  to  a  provision  requiring 
that'll 

Mr.  Merroj:..  None  whatever. 

Mr.  Escir.  Section  14,  page  20,  re<]^uires  the  Government  to  give 
not  less  than  two  years'  notice  in  writmg  if  the  Government  intends 
to  take  it  over  ? 

Mr.  Merrill.  Yes,  sir. 

Mr.  EscH.  Why  not  make  the  applicant  reciprocate? 

Mr.  Merrill.  It  could  be  done.  I  suppose  that  was  simply  over- 
looked, thinking  that  the  other  language  covered  that. 

Mr.  Hamilton.  I  would  suggest,  Mr.  Chairman,  that  Mr.  Merrill 
consider  that  proposition  and  make  some  suggestions  to  the  committee 
later  on — ^suggest  some  amendment. 

The  Chairman.  Yes;  prepare  an  amendment.  That  is  really 
something  that  I  suppose  the  committee  itself  would  do  in  its  judg- 
ment. 

Mr.  Hamilton.  Mr.  Merrill,  having  prepared  this  bill,  could  sug- 
gest an  amendment. 

The  Chairman.  Yes ;  the  phraseology. 

Mr.  DoREMus.  I  think  the  committee  should  have  the  opinion  of 
the  men  who  intend  to  invest  their  money  in  these  projects,  because 
they  are  as  much  interested  as  the  (Jovernment.. 

The  Chairman.  That  was  perhaps  left  out,  thinking  that  the  com- 
mittee would  amend  it. 

Mr.  DoREMus.  Mr.  Ferris  has  just  told  me  that  a  limitation  of  that 
kind  was  in  the  other  bill  that  passed. 

Mr.  Ferris.  Yes ;  in  both  bills. 

The  Chairman.  In  the  discussion  so  far  you  have  not  referred  to 
where  a  dam  is  to  be  built  on  navigable  rivers  not  on  the  public  lands. 

Mr.  Merrill.  What  shall  be  done  depends  entirely  on  the  power 
of  Congress  over  interstate  commerce. 

The  Chairman.  And  the  power  to  improve  navigable  streams. 
We  grant  a  permit  to  build  a  dam  without  revocation  for  50  years, 
and  there  is  no  power  to  revoke  it  for  50  years.  We  are  doingr  that 
for  the  purpose  of  creating  or  benefiting  navigation,  for  producing 
navigable  waters  where  they  do  not  exist,  or  creating  navigation 
where  it  does  not  exist.  All  the  Government  gets  out  of  having  these 
dams  built  by  private  capital  instead  of  building  them  itself  by 
appropriations  or  by  bond  sales  is  the  interest  it  would  save  upon 
the  investment  from  the  time  the  investment  is  made  until  the  prop- 
erty was  returned  or  the  license  renewed? 

Mr.  Merrill.  Yes;  and  the  inconvenience  of  liaving  to  raise  the 
additional  money  by  taxation. 

The  Chairman.  Not  by  immediate  taxation,  provided  we  sold 
bonds  ? 

Mr.  Merrill.  That  is  true. 

The  Chairman.  The  only  thing  the  Government  gets  out  of  that 
is  the  right  to  prescribe  the  terms,  the  aid  to  navigation,  and,  under 
this  bill,  the  right  to  make  a  charge  upon  the  water  power  that  may 
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be  developed  by  the  licensee.  The  Government  will  get  that  as  a 
revenue  and  would  save  the  interest  on  the  investment.  That  is  all 
the  Government  would  get  out  of  it  directly  ? 

Mr.  Meriull.  Directly  that  is  all  it  would  get  out  of  it. 

The  Chairman.  I  assume,  as  a  matter  of  course,  that  the  Govern- 
ment is  not  going  to  improve  a  stream  unless  it  seems  to  Congress 
that  it  should  be  done  in  the  interest  of  navigation.  Private  capital, 
provided  it  can  get  a  profit,  an  operating  profit  for  a  long  period 
of  time,  will  be  willing  to  construct  these  dams  for  navigation  pur- 
poses in  such  way  as  the  Government  may  prescribe  and  continue 
to  maintain  them  solely  and  only  upon  the  theory  that  50-year  use 
as  an  investment  would  be  a  profitable  one.  1  suppose  that  is  the 
only  theory. 

Mr.  Merrill.  That  it  will  be  profitable  for  that  period,  and  when 
the  period  is  over  either  get  their  money  back  or  a  cliance  to  keep 
on  going. 

The  Chairman.  Getting  the  money  back  clearlj  demonstrates  that 
it  is  a  mere  loan  to  the  Government  by  the  private  individuals  or 
corporations. 

Mr.  Merrill.  In  a  sense  it  is.  They  say,  ^'  We  will  put  in  so  much 
capital  and  give  you  the  navigation  facilities  on  the  condition  that 
you  will  let  us  make  use  of  the  dam  that  we  build  for  our  own  pur- 
poses." 

The  Chairman.  Private  individuals  or  companies  will  provide 
the  funds  for  the  improvement  of  navigable  streams,  which  is  a 
Government  obligation,  a  public  duty,  upon  condition  of  securing 
the  benefit  of  the  water  power  created  thereby,  but  the  Government 
must  pay  back  at  the  end  of  50  years— that  is,  take  the  plant  over 
and  pay  whatever  it  is  worth  at  that  time — and  therefore  the  Gov- 
ernment gets  no  benefit  except  the  interest  it  would  save,  and  I 
suppose  that  the  private  individuals  would  be  able  to  operate  the 
plants  more  economically  and  in  such  a  way  that  the  people  would 
^et  the  benefit  of  the  service  just  as  cheaply  as  if  the  Government 
built  the  structure  and  the  dam,  and  at  the  same  time  the  Govern- 
ment is  not  having  to  put  out  money  in  advance  and  taking  the 
chance  of  getting  it  back  in  that  way.  I  suppose  that  is  the  theory 
of  the  argument  made  in  behalf  of  this  proposed  legislation. 

Mr.  Merrill.  It  does  not  have  to  go  to  the  expense  of  operating 
the  plant  after  it  is  built. 

The  Chairman.  As  Mr.  Ferris  has  very  properly  suggested,  can 
we  not  provide  in  the  law  that  the  Government  shall  have  the  right 
to  immediately  go  into  possession  of  this  property  and  operate  it 
without  litigation;  I  mean  pendente  lite — take  the  property  and 
operate  it. 

Mr.  Merrill.  Pending  the  determination,  I  do  not  think  they 
should  pay. 

The  Chairman.  In  that  way  the  valuable  possession  could  not  be 
continued  just  simply  by  litigation. 

Mr.  Merrill.  That,  of  course,  could  be  done. 

Mr.  Ferris.  It  is  not  your  plan  to  have  anything  incorporated  in 
the  bill  enabling  the  Government  to  modify  or  change  the  royalty? 

Mr.  Merrill.  I  think  that  is  a  question  of  some  doubt.  If  the 
royalty  were  modified,  T  think,  however,  it  could  be  done  in  a  manner 
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that  would  be  entirely  satisfactory  and,  if  expressed  by  a  definite 
rule,  would  be  as  certain  as  if  determined  in  dollars  and  cents.  I 
will  discuss  that  a  little  further,  if  I  may,  when  I  come  to  that 
question. 

Mr.  Ferris.  Is  there  anything  in  the  bill — ^there  is  not,  I  assume — 
that  authorizes  the  Federal  Government  to  fix  retail  rates? 

Mr.  Merrill.  Only  through  the  general  powers  that  are  given  in 
here  for  rate  regulation. 

Mr.  Ferris.  And  those  are  given  to  whom  under  this  bill  ? 
Mr.  Merrill.  To  the  commission. 

Mr.  Ferris.  Then  the  commission  can,  under  this  bill — I  have  not 
the  bill  fresh  in  mind,  because  I  have  not  read  it  recently — determine 
what  retail  rate  the  power  companies  shall  charge? 

Mr.  Merrill.  The  bill  proviaes  that  the  commission  may  regulate 
rates  within  a  State,  if  the  State  has  no  rate-regulating  authority  of 
its  own. 

Mr.  Ferris.  And  in  interstate  iservice. 

Mr.  Merrill.  It  can  then  regulate  them  just  as  a  local  public 
utility  commission  would  regulate  them. 

Mr.  Ferris.  There  is  no  power  fixing  a  sliding  scale  of  royalty, 
and  the  royalty  they  pay  at  tne  start  will  be  the  royalty  clear  through 
the  50  years. 

Mr.  ^Ierrill.  That  is  not  necessarily  so. 

Mr.  Ferris.  How  is  it  under  the  bill  ? 

Mr.  Merrill.  The  bill  provides  that  the  royalty  shall  be  fixed  in 
the  license,  and  the  royalty  could  be  fixed  in  the  license  at  10,  20,  or 
80  cents  per  horsepower,  for  example,  or  it  could  be  fixed  as  a  per- 
centage of  earnings,  or  in  some  other  manner. 

Mr.  Ferris.  Then  it  becomes  a  matter  of  contractual  relation  at 
the  time  he  enters  into  it? 

Mr.  Merrill.  Yo3. 

The  Chairman.  Mr.  Merrill,  we  will  now  take  a  recess  until  2 
o'clock,  and  you  can  then  resume  your  statement. 

APFER    recess. 

(At  the  expiration  of  the  recess  the  committee  resumed  its  ses- 
sion.) 

The  Chairman.  Mr.  Merrill,  you  may  proceed  with  your  state- 
ment. 

Mr.  Merrill.  We  were  speaking  when  we  stopped  this  morning 
on  the  term  of  the  license. 

The  next  important  feature,  and  I  think  the  most  important 
feature  of  the  legislation,  is  the  provision  concerning  the  price  at 
which  the  properties  may  be  taken  over  if  the  Government,  at  the 
end  of  the  50  years,  exercises  its  right  of  recapture. 

You  will  find  that  provision  in  section  8  among  the  definitions 
which  precede  the  text  of  the  bill. 

The  term  w^hich  we  have  used  is  "  net  investment,"  and  we  have 
used  this  term  and  the  definition  which  you  find  here  WMth  the  pur- 
pose of  fixing  a  fair  basis  of  compensation  from  the  standpoint  both 
of  the  public  who  may  exercise  through  its  Government  the  right  of 
purchase  and  the  corporation  whose  properties  may  be  taken  over. 
In  brief  language,  the  price  to  be  paid  is  to  be  the  cost  of  the  prop- 
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erty,  diminished  by  so  much  as  the  licensee  may  be  able  during  tlie 
period  of  the  license  to  write  off  his  investment  from  earnings  in 
excess  of  a  fair  return. 

The  net  investment  as  so  used  eliminates  entirely  from  the  price 
to  be  paid  any  increases  in  value  due  to  lands  owned  by  the  licensee 
and  used  in  connection  with  the  license,  anv  increases  in  value  due 
to  its  water  rights  over  and  above  what  it  may  have  paid  to  the  local 
authorities  for  them.  That  is,  "  unearned  increment,"  so  called,  is 
completely  excluded  from  the  price  to  be  paid.  On  the  other  hand, 
the  licensee  does  not  have  the  price  for  his  properties  reduced  on 
account  of  accumulated  depreciation  except  as  he  has  been  able, 
through  the  period  of  the  license,  to  write  off  that  depreciation  out 
of  earnings.    In  other  words,  it  is  a  100  per  cent  investment  basis. 

Whatever  money  goes  into  a  project  of  tiiis  kind  has  to  come  back 
from  some  source.  It  either  has  to  come  back  in  a  capital  sum  or  it 
has  to  come  back  in  earnings.  We  provide  tliat  it  shall  come  back, 
if  the  Government  takes  it  over,  as  a  capital  sum  reduced  by  the 
amount  that  has  been  retired  through  earnings.  In  my  judgment, 
this  is  the  fairest  basis  that  could  be  employed  from  the  standpoint 
of  proper  protection  of  the  money  that  goes  in,  and  from  the  stand- 
point of  protecting  the  public  as  users  of  power  and  as  rate  payers 
from  being  obliged  to  pay  more  for  the  property  at  the  termination 
than  was  actually  and  honestly  put  into  it. 

Mr.  EscH.  You  are  using  the  terminology  and  also  the  regulations 
used  by  the  Division  of  Valuation  of  the  Interstate  Commerce  Com- 
mission ? 

Mr.  Merrill.  Yes ;  and  for  this  reason :  Cost  is  a  complicated  item 
to  define  in  technical  language.  It  would  take  approximately  two 
or  three  pages  of  text  of  the  nature  of  this  bill  to  be  able  to  define 
in  its  proper  technical  and  accounting  terminology  the  word  "  cost " 
and  to  include  the  elements  that  go  to  make  up  cost.  It  was  to  avoid 
the  use  of  a  long  definiticm,  the  terms  of  which  might  arouse  con- 
troversy, that  it  seemed  advisable  for  the  United  States  to  adojit 
through  this  legislation,  and  for  the  purpose  named  here,  that  defini- 
tion of  the  word  "cost"  which  the  only  recognized  Federal  agency, 
the  Interstate  Commerce  Commission,  has  prescribed  in  its  valuation 
for  railroads.  The  definition  refers  only  to  that  part  of  the  classifi- 
cation which  I  have  here,  about  five  pa^es,  that  describes  and  defines 
what  is  meant  by  "cost."^  This  definition  would  not  include  the 
classification  of  the  commission  as  a  classification  of  accounts.  It 
has  nothing  whatever  to  do  with  that. 

Mr.  Parker.  On  what  page  is  that  definition! 

Mr.  Merrill.  ^  Net  investment,"  on  page  6.  This  is  the  classifi- 
cation now  in  existence  and  being  used  by  the  Interstate  Commerce 
Commission. 

The  Chairman.  Mr.  Merrill,  would  it  not  be  a  good  idea  for  you 
to  incorporate  at  this  state  of  your  hearing  so  much  of  that  defini- 
tion 4S  may  be  applicable? 

Mr.  Merrill.  I  will  be  very  glad  to  do  so. 

OENBRAL  IN«TBUCnON8. 

The  carrier's  records  shaU  be  kept  with  sulQcient  particularity  to  show  fully 
the  facts  pertaining  to  all  entries  made  In  the  accotints  provided  herein  for 
Investment  In  road  and  equipment.  Where  the  full  Information  Is  not  recorded 
In  ftie  general  hooks,  the  entries  therein  shall  be  supported  by  other  records  in 
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whicli  the  full  details  shall  be  shown.  Such  general  b(M»k  entries  shall  contain 
sufficient  reference  to  the  detail  reirords  to  permit  ready  identification,  and  the 
detail  records  shall  be  file^l  In  such  manner  as  to  be  readily  accessible  for 
examination  by  representatives  of  the  Interstate  Commerce  Commission. 

1.  Accounts  fok  Investmknt  in  Road  and  Equipment. — ^The  accounts  pre- 
scrlbe<l  in  this  classification  are  designe<l  to  show  the  investment  of  the  carrier 
In  property  devotetl  to  transportation  service.  The  carrier's  investment  in 
physical  property  other  than  transix>rtation  property  is  provided  for  In  balance- 
sheet  account  No.  705,  "Miscellaneous  physical  property."  The  carrier  means 
the  accounting  carrier,  except  when  otherwise  specifically  indicated.  The  car- 
rier's records  shall  be  kept  in  such  form  that  expenditures  for  additions  and 
betterments  may  be  reported  separately  from  those  for  original  road,  original 
equipment,  and  road  extensions,  and  shall  show  .separately  the  expenditures 
under  each  authorized  addition  and  betterment  project.  (See  balance-sheet 
account  No.  701,  "  Investment  In  road  and  equipment,"  and  No.  702,  "  Improve- 
ments on  leased  railway  property.") 

2.  Items  to  be  Charged. — To  these  accounts  shall  be  charged  the  cost  of 
original  road,  original  equipment,  road  extensions,  additions,  and  betterments: 
also  the  estimated  values  at  time  of  acquisition  of  right  of  way  and  other  road 
and  equipment  property  donateil  to  the  carrier,  except  that  unless  authorized 
by  the  Commission  no  charges  shall  be  made  to  these  accounts  after  July  1, 
1914,  for  donations  received  previously  to  that  date.  Applications  to  the  com- 
mission for  including  such  items  in  the  road  and  equipment  a(!COunts  shall 
contain  full  Information  concerning  the  source  and  character  of  the  donations. 

If  the  total  cost  of  additions  and  betterments  to  any  class  of  equipment,  or 
any  class  of  fixe<i  Improvements  (except  tracks),  under  a  general  plan,  con- 
sidered as  a  whole,  is  less  than  $2(X),  the  option  may  be  exercised  of  charging 
the  amount  expended  to  the  appropriate  account  in  o|)erating  expenses.  This 
rule  is  not  to  be  construed  as  authorizing  the  parceling  of  expenditures  in  order 
to  bring  them  within  this  limit. 

Construction  includes  all  processes  connected  with  the  acquisition  and  con- 
struction of  original  road  and  equipment,  road  extensions,  additions,  and 
betterments. 

Original  road  means  the  land  and  fixed  improvements  provided  and  arranged 
for  in  the  original  plan  for  the  construction  of  a  new  road.  When  the  acquisi- 
tion of  any  such  fixed  improvements  under  the  original  plan  is  deferred,  such 
improvements,  when  acquired,  shall  be  considered  as  additions.  Original  road 
shall  not  be  construed  to  include  fixed  Improvements  which,  under  the  original 
plans  for  the  road,  it  Is  proposed  to  substitute  at  some  time  subsequent  to  the 
beginning  of  commercial  operations  for  the  improvements  originally  installed 
and  used  for  transportation  operations,  such  as  steel  bridges  substituted  for 
trestles. 

Original  equipment  means  equipment  provided  and  arranged  for  under  the 
original  plan  for  the  construction  of  a  new  road.  When  the  acquisition  of  such 
equipment  under  the  original  plan  is  deferred,  such  equipment,  when  acquired, 
shall  be  considered  as  additions. 

Road  extensions  means  the  land  and  fixed  improvements  i)rovided  and 
arranged  for  in  the  original  plan  for  the  constniction  of  extensions  of  existing 
main  lines,  additional  branch  lines,  and  extensions  of  existing  branch  lines. 
When  the  acquisition  of  any  such  fixed  improvements  under  the  original  plan 
is  deferretl,  such  improvements,  when  acquired,  shall  be  treated  as  additions. 
Road  extensions  shall  not  be  construed  to  includa  fixed  improvements  which 
under  the  original  plans  for  the  extensions  it  is  proposed  to  substitute  at 
some  time  subsequent  to  the  beginning  of  commercial  operations  for  the  im- 
provements originally  installed  and  used  for  transportation  in  connection  with 
commercial  oparations,  such  as  steel  bridges  substituted  for  trestles. 

Equipfnent  means  the  rolling  sto<*k,  boats,  highway  vehicles,  horses,  and 
harness  devoteil  to  transportation  service,  the  cost  of  which  is  includible  in 
the  equipment  accounts. 

Fiwed  improvements  means  structures  which  are  fixed  as  to  location,  such  as 
tunnels,  bridges,  buildings,  earthworks,  etc. 

Additions  are  additional  facilities,  such  as  additional  equipment,  tracks  (in- 
cluding timber  and  mine  tracks),  buildings,  bridges,  and  other  structures;  addi- 
tions to  such  facilities,  such  as  extensions  to  tracks,  buildings,  and  other 
structures;  additional  ties  laid  in  existing  tracks;  and  additional  devices 
applied  to  facilities,  such  as  air  brakes  applied  to  cars  not  previously  thus 
equipped.     When  property,  such  as  a  section  of  road,  track,  unit  of  equip- 
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ment,  shop  or  power  plant  timchine,  bunding,  or  other  ntructure,  is  retired  from 
service  and  replaced  with  property  of  like  piirix)se,  the  newly  acquire<l  prop- 
erty shall,  for  the  purpose  of  this  classlflcation,  be  considere<]  us  an  addition 
and  the  cost  thereof  accounted  for  accordlnj?ly.  (S3e  section  7.)  If,  however, 
the  property  retired  and  replaced  Is  of  minor  Imiwrtance,  such  as  a  small 
roadway  building  or  other  structure,  and  Is  replaced  In  kind  without  better- 
ment, the  cost  of  the  replacement  shall  be  charge<l  to  operating  expenses  and 
no  adjustment  matle  In  the  road  and  equipment  accounts. 

liettermentB  are  improvements  of  existing  facilities  through  the  substitution 
of  superior  parts  for  Inferior  parts  retired,  such  as  the  substitution  of  steel- 
tire<l  whaels  for  cast  wheels  under  equipment,  the  application  of  heavier  rail 
In  tracks,  and  the  strengthening  of  bridges  by  the  substitution  of  heavier 
members.  The  cost  chargeable  to  the  accounts  of  this  dassitlcation  is  the 
excess  cost  of  new  parts  over  the  cost  of  current  prices  of  new  parts  of  the 
kind  retired.     (See  section  12.) 

CostH  shall  be  actual  money  costs  to  the  carrier.  Where  a  portion  of  the 
funds  expended  by  the  carrier  has  been  obtalne<l  through  donntions  by  States, 
municipal Ities,  individuals,  or  others,  no  deductions  on  account  of  such  dona- 
tions shall  be  made  In  stating  tlie  costs.  Contributions  for  joint  expenditures 
should  not  be  considered  as  donations.  The  carrier's  proiwrtion  only  of  the 
cost  of  Joint  projects,  such  as  construction  of  Jointly  owneil  tracks  nnd 
elimination  of  highway  crossings  at  Joint  expense,  shall  be  Included  in  these 
accounts. 

3.  Basis  of  Charoes. — ^The  charges  to  tlie  accniunts  of  this  classification  shall 
be  based  upon  the  cost  of  the  property  acquirad.  When  the  consitleration 
given  for  the  purchase  or  the  Improvement  of  property  the  ct»st  of  whi<!h  is 
chargeable  to  the  accounts  of  this  classification  Is  other  than  money,  the  money 
value  of  the  consideration  at  the  time  of  the  transaction  shill  be  charge<l  to 
these  accounts  and  th^  actual  consideration  shall  be  described  in  the  r*»c*>nl 
in  sufficient  detail  to  Identify  It  The  carrier  shall  be  prepared  to  furnish 
the  commission  uiion  demand  the  particulars  of  its  determinaticm  of  the  actual 
cash  value  of  the  consideration.  If  other  than  money. 

4.  Cost  of  Construction. — It  is  intende<l  that  the  accounts  for  rtxe<l  improve- 
ments and 'equipment  shall  include  the  cc»st  of  construction  of  such  property. 
The  cost  of  construction  shall  include  the  cost  of  labor,  materials  and  sui»plies, 
w^ork-train  service.  si)ecial  machine  service,  transportation,  contract  w<»rk,  pnv 
tectlon  from  casualties.  Injuries  and  damages,  privileges,  and  other  analogous 
elements  in  connection  with  such  work.  The  several  Items  of  cost  here  referre«l 
to  are  defined  as  follows: 

(a)  Co»t  of  labor  includes  the  anumnt  paid  for  labor  expend wl  by  the  carrier's 
own  employees.  Including  the  cost  of  labor  expended  for  preliminary  work,  such 
as  sinking  test  holes  or  making  soundings  for  tunnels,  grading,  buildings,  and 
other  structures :  and  cost  of  labor  exi>ende<l  In  laying  and  taking  up  tracks  for 
temporary  use  In  construction,  except  the  <'ost  of  labor  exi>eniled  on  tra(*ks 
provide<l  for  the  i>rot(»ctlon  of  traffic  ilurlng  the  progress  of  additi(m  and  better- 
ment work.  Office  expenses  and  traveling  and  other  personal  expenses  of  em- 
ployees, when  borne  by  the  carrier,  shall  be  considered  a  part  of  the  cost  of  the 
labor,  as  shall  al.so  the  cost  of  fidelity  bonds  and  employers'  liability  Insurance 
premiums.  When  officers  or  employees  are  specially  assigned  to  construction 
work,  their  pay  and  their  traveling  and  incidental  expenses  while  thus  engaged 
shall  be  Included  In  the  cost  of  the  work.  No  charge  shall  be  made  against  roail 
and  equipment  accounts  for  the  pay  of  officers  who  merely  rentier  services 
Incidentally  in  connection  with  extensions,  additions,  or  betterments,  although 
traveling  and  Incidental  expenses  incurred  by  such  officers  solely  on  account 
of  such  work  shall  be  Included  In  the  account  to  which  the  cost  of  the  work  Is 
(•hargeable. 

(ft)  Cost  of  materials  and  supplier  Includes  the  purchase  prhv  of  materials 
and  supplies,  including  small  tools,  at  the  point  of  free  delivery,  plus  the  costs 
of  inspecthm  and  loading  assumed  by  the  carrier ;  also  a  suitable  proiwrtlon  of 
store  expenses.  (See  special  instru<'ti<uis  for  o])eratIng  exi>ense  accounts,  sec- 
tions 16  and  17.)  In  calculating  the  cost  of  materials  used,  proper  allowance 
shall  be  made  for  the  value  of  unused  portions  and  of  cuttings,  turnings,  bor- 
ings, etc.;  for  the  value  of  the  material  recovere<l  from  temporary  track.s, 
scaffolding,  cofferdams,  and  other  temporary  structures  used  in  construction; 
and  for  the  value  of  small  tools  recovered  and  useil  for  other  purposes. 

(c)  Cost  of  work-train  service  includes  amounts  paid  to  others  for  rent  and 
maintenance  of  the  equipment  used ;  cost  of  labor  of  englnemen.  trainmen,  and 
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englue-house  luea,  incliuUng:  the  wiiges  of  eniirine  crews  and  train  crews  h^d 
f n  readiness  for  such  service ;  and  the  cost  of  fuel  and  other  supplies  consumed 
in  connection  with  the  operation  of  work  trains.  It  shall  also  include  the  cost 
of  maintaining  the  carrier's  own  equipment  while  used  in  construction  service 
and  a  fair  rent  for  such  equipment  while  so  used.  Amounts  charged  for  rent 
of  sucli  equipment  used  in  construction  shall  concurrently  be  credited  to  the 
appropriate  income  account  for  hire  of  equipment.  No  "  rent "  or  return  upon 
the  investment  in  such  equipment  shall  be  charged  for  the  use  of  equipment  ac- 
quire<l  witli  the  proceeds  of  securities  sold,  when  the  interest  upon  su<^  securi- 
ties is  charged  to  the  accounts  of  this  classification. 

(d)  Cost  of  special  machine  service  includes  the  cost  of  labor  expended  and 
of  materials  and  supplies  consumed  in  maintaining  and  operating  steam  shovels, 
scrapei*s,  rail  unloaders,  ballast  unloaders,  pile  drivers,  dredges,  ditchers,  weed 
burners,  and  other  ]alx>r-snving  machines;  also  rents  paid  for  use  of  such  ma- 
ihines.  (See  Note  A  under  account  No.  37,  "Roadway  machines,"  and  text  of 
p^iieral  account  11,  Equipment,  seventh  paragraph.) 

{e)  Cost  of  transportation  includes  the  amounts  paid  to  otlier  companies  or 
Individuals  for  the  transportation  of  men,  materials  and  supplies,  special  ma- 
<'hine  outfits,  appliances,  and  t(M>ls  in  connection  with  construction.  Freight 
charges  paid  foreign  lines  for  the  transportation  of  construction  material  to  the 
rarrier's  line  shall  be  included,  so  far  as  practicable,  as  a  part  of  the  cost  of 
the  material,  when  such  charges  are  borne  by  the  carrier.  A  fair  allowance 
representing  tlie  expense  to  the  carrier  of  such  transi)ortation  in  transportation 
service  trains  over  the  carrier's  own  line  also  shall  be  included.  When  tlie  cost 
of  such  transportation  is  not  assignable  to  specific  work,  it  shall  be  included  In 
account  No.  43,  '*  Other  expenditures — Road."  Amounts  thus  charged  for  trans- 
portation in  transportation  service  trains  over  the  carrier's  line  shall  be  credited 
t(»  operating  expense  general  account  VIII,  Trani^%)ortation  for  Investment—Or. 

(/)  Cost  of  contract  work  includes  amounts  paid  for  work  performed  under 
contract  by  other  companies,  firms,  or  lndivi<luals,  and  costs  incident  to  the 
award  of  the  contract. 

(ff)  Cost  of  protection  from  casualties  includes  expenditures  for  protection 
against  fire,  such  as  payments  for  discovery  or  extinguishment  of  fires,  cost 
of  detecting  and  prosecuting  Incendiaries,  witness  fees  in  relation  thereto, 
amounts  paid  to  municipal  corpora  t ions  and  others  for  fire  protection,  and 
other  analogous  items  of  expenditure  in  connection  with  construction  work. 

(h)  Cost  of  injuries  and  damages  includes  expenditures  on  account  of  in- 
juries to  i>ersons  or  damage  to  property  when  incident  to  construction  projects, 
and  shall  be  included  in  the  cost  of  the  work  in  connection  with  which  the  in- 
Jury  or  damage  occurs.  It  also  includes  that  portion  of  premiums  paid  for 
Insuring  property  applicable  to  the  period  prior  to  the  completion  or  coming 
Into  service  of  the  property  insured.  Insurance  recovered  on  account  of  com- 
pensation paid  for  injuries  to  persons  incident  to  construction  shall  be  credited 
to  the  accounts  to  which  such  <*ompen.sation  is  charged,  and  insurance  re- 
covered on  account  of  damages  to  property  Incident  to  construction  shall  be 
credited  to  the  accounts  chargeable  with  the  expenditures  necessary  for  restor- 
ing the  damaged  property.  The  cost  of  injuries  and  damages  incident  to  tlie 
removal  of  old  structures,  or  parts  thereof,  shall  be  charged  to  Operating  Ex- 
penses or  Profit  and  I^)ss,  as  may  be  appropriate,  except  that  such  costs  4n 
connection  with  the  removal  of  old  structures  which  are  Incumbrances  on 
newly  acquired  lands  shall  be  included  in  account  No.  2,  "  Land  for  transporta- 
tion purposes,"  or  No.  3,  "Grading,"  as  may  be  appropriate.  (See  sections 
7  and  8.) 

(t)  Cost  of  privileges  includes  compensation  for  temporary  privileges,  sach 
as  the  use  of  public  property  or  streets.  In  connection  with  the  constr^ictioa  <rf 
the  proi>erty  of  the  carrier. 

5.  Excavated  Matekiai^ — ^The  cost  of  disposing  of  material  excavated  in 
connection  with  construction  shall  be  considered  as  a  part  of  the  cost  of  tbe 
work,  except  that  when  such  material  is  used  for  filling,  the  cost  of  removai 
and  dumping  shall  be  equitably  apportioned  between  the  work  in  coBoectlo* 
with  which  the  removal  occurs  and  the  work  in  connection  with  which  tlie 
material  is  used. 

6.  Items  to  be  Cbeditbd. — ^To  these  accounts  shall  be  credited  the  lodgw 
vaJae  oC  iNroperty  retlrad. 

Ledger  value  of  property  is  the  valne  at  whi<ii  the  iMreperty  to  carried  In  $3tm 
property  investment  account  in  the  geaerai  ledger  of  the  carrier.  la  oase  the 
value  of  any  iteia  oC  tw^operty  ia  not  flAM>wB  soparatslar  in  the  iedstr  <te  Ml0ir 
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value  of  that  item  shall  be  its  proportionate  share  of  the  value  of  the  entire 
group  in  which  the  particular  property  is  included. 

Property  retired  means  property  which  is  sold,  abandoned,  demolished,  or 
otherwise  withdrawn  from  transportation  service. 

Salvage  from  retired  property  Is  the  value  of  material  recovered  from  prop- 
erty retired.  When  such  material  is  retained  and  aj?ain  used  by  the  carrier, 
the  value  shall  be  computed  upon  the  basis  of  fair  prices  for  the  material  in 
its  condition  as  recovered.  When  such  material  Is  sold,  the  net  proceeds  of 
the  sale  shall  be  considered  as  the  value  of  the  material. 

7.  Propebty  Retired  and  Heplackd. — When  a  imit  of  property  otlier  tlian  land 
or  equipment — such  as  a  section  of  road,  side,  or  yard  track,  shop  or  power 
plant  machine,  building,  or  other  structure — is  retired  from  service  and  replaced 
with  projierty  of  like  purpose,  the  ledjjer  value  of  the  retired  property  shall  be 
credited  to  the  appropriate  accounts  of  this  classification  at  the  time  that  the 
property  Is  retired  from  service.  The  amount  of  this  credit  shall  be  charged 
concurrently  as  follows: 

An  amount  equal  to  the  credit  balance  in  the  accrued  depreciation  balance- 
sheet  account  with  respect  to  the  property  thus  retired  shnll  be  charged  to  that 
account  and  the  remainder  (less  salvage  and  insurance  recovered,  If  any),  to- 
gether with  the  cost  of  demolishing  the  property,  if  demolished  by  or  for  the 
carrier,  shall  be  charged  to  the  accounts  In  operating  expenses  appropriate  for 
the  cost  of  repairs  of  the  property  before  retirement.  The  accounting  for  the 
salvage  shall  be  In  accordance  with  the  disposition  made  of  the  material  recov- 
ered. 

If,  however,  the  property  retired  and  replaced  with  property  of  like  purpose  is 
of  minor  importance,  such  as  a  small  roadway  building  or  other  small  structure, 
and  is  replaced  in  kind  without  betterment,  the  cost  of  the  replacement  shall  be 
charged  to  operating-expense  accounts  and  no  adjustment  made  in  the  road  and 
equipment  accounts. 

If  so  authorized  by  the  Interstate  Commerce  Commission,  the  carrier  may 
charge  to  profit  and  loss  any  extraordinarily  large  item  representing  the  cost  of 
property  retired  and  replaced,  instead  of  charging  such  item  to  operating 
expenses.  The  carrier  shall  file  with  the  commission  a  statement  of  the  cost 
and  a  description  of  the  property  retired  and  the  reasons  which,  in  Its  Judg- 
ment, indicate  the  propriety  of  charging  the  cost  of  such  property  to  profit  and 
loss.  • 

The  provisions  of  this  section  are  applicable  in  accounting  (at  the  time  of 
retirement)  for  the  cost  of  property  abandoned,  even  though  the  new  property 
has  been  actually  installed  previously  to  the  date  of  the  demolishraent  of  the 
abandoned  property. 

When  the  renewals  to  be  made  to  an  Important  building  or  other  structure 
will  constitute  the  major  portion  of  its  value  when  renewed,  the  property,  when 
taken  out  of  service,  shall  be  considered  as  retired  and  accounted  for  as  pro- 
vided above,  and  for  the  purposes  of  this  classification  the  renewed  property 
shall  be  considered  as  an  addition,  and  the  appraised  cost  thereof  shall  be 
included  in  the  accounts  of  this  classification,  consideration  being  given  to  the 
secondhand  portions  remaining  therein.  In  no  case  shall  the  charge  for  the 
renewed  property  exceed  the  cost  (at  current  market  prices  of  labor  and  mate- 
rial) of  new  property  of  equal  capacity  and  equal  expectation  of  life  In  service, 
less  a  suitable  allowance  on  accotmt  of  the  secondhand  parts  remaining  therein. 

8.  Pbopebty  Retired  and  not  Replaced. — ^When  a  unit  of  property  other  than 
land  or  equipment — such  as  a  section  of  road,  side  or  yard  track,  shop  or  power 
plant  machine,  building,  or  other  structure — ^Is  retired  from  service  and  not 
replaced,  the  ledger  value  shall  be  credited  to  the  appropriate  property  accounts 
at  the  time  that  the  property  Is  retired  from  service.  The  amount  of  this  credit 
shall  be  concurrently  charged  as  follows : 

An  amount  equal  to  the  credit  balance  in  the  accrued  depreciation  balance- 
sheet  account  with  respect  to  the  property  thus  retired  shall  be  charged  to  that 
account,  and  the  remainder  (less  salvage  and  Insurance  recovered,  if  any), 
together  with  the  cost  of  demolishing  the  property  if  demolished  by  or  for  the 
account  of  the  carrier,  shall  be  charged  to  the  appropriate  profit  and  toss 
account.  The  accounting  for  the  salvage  shall  be  in  accordance  with  the  dispo- 
sition made  of  the  material  recovered. 

9.  Equifment  Retihed. — ^The  instructions  for  accounting  for  equipment  re- 
tired are  eoatafned  In  the  test  of  the  geneml  account  21,  Equipment. 

}0l  Imhp  {Li-TnitcD. — VVlien  any  land,  the  cost  of  whirh  is  Included  in  the  9/0- 
cipants  of  this  classification,  is  ivtjred,  tlie  ledfjer  value  shalj  be  cre<lited  to  ac- 
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count  No.  2,  "  Land  for  transportation  pun><>^^*><."  If  the  land  is  retained  by  the 
carrier,  its  estimated  value  shall  l>e  charged  to  balance-sheet  account  No.  705, 
"  Miscellaneous  physical  property,"  the  necessary  adjustment  of  the  difference 
between  the  ledger  value  and  the  estimated  value  on  account  of  the  loss  in  the 
property  due  to  its  retirement  from  transjwrtation  service  shall  be  made  through 
Profit  and  Ix)ss.  If  sold,  the  difference  between  the  leilger  value  credited  to  ac- 
count No.  2  and  the  amount  received  for  the  land  shall  be  adjusted  In  Profit  an<l 
Loss. 

11.  Adjustments  for  Convekted  Property. — When  property,  such  as  a  unit  of 
equipment,  a  building,  or  other  facility  of  one  class,  Is  converted  Into  property 
of  another  class,  so  that  the  amount  of  Investment  In  such  property  must  be 
transferred  from  one  ac(!ount  of  this  classification  to  another,  the  ledger  value 
shall  be  credited  to  the  appropriate  road-and-equlpment  account.  Proper  ac- 
count shall  be  taken  of  any  salvage  recovered  In  the  process  of  conversion.  The 
amount  of  the  balance  in  the  accrued  depreciation  balance-sheet  account,  with 
respect  to  the  property  thus  converted,  shall  be  charged  to  that  account.  The 
appraised  cost  of  the  property  converted  (consideration  being  given  to  the 
secondhand  jwrtlons  remaining  therein)  shall  be  included  in  the  appropriate 
account  of  this  classification.  The  charge  for  the  converted  proi>erty  in  no  case 
shall  exceed  the  cost  (at  current  market  prices  of  labor  and  material)  of  new 
property  of  equal  capacity  and  equal  exi>ectatlon  of  life  In  service,  less  a  suit- 
able allowance  on  account  of  the  secondhand  portions  remaining  therein.  The 
ledger  value  of  the  property  before  conversion,  plus  the  cost  of  conversion,  less 
the  sum  of  the  estimated  value  of  the  property  as  converted,  the  amounts  charges! 
to  accrued  depreciation  accounts,  and  the  salvage  recovered,  shall  be  charged  to 
the  operating-exi)ense  accounts,  appropriate  for  the  costs  of  repairs  of  the  fixed 
Improvements  or  for  the  retirement  of  equipment  before  conversion. 

12.  Expenses  in  Connection  with  Additions  and  Betterments. — ^The  cost  of 
removing  old  material  from  equipment  and  from  buildings,  bridges,  wharves, 
tracks,  and  other  fixed  improvements,  shall  be  charge<l  to  the  appropriate  oper- 
ating-expense accounts.  Such  charges  shall  include  the  cost  of  removing  old 
foundations  and  filling  old  excavations,  and  restoring  condition  of  grounds  after 
addition  and  betterment  work ;  rearranging  or  relocating  existing  tracks ;  relo- 
cating telegraph  an<l  telephone  poles  or  lines,  fences,  track  and  other  signals, 
buildings,  bridges,  trestles,  culverts,  and  other  structures,  and  farm  and  high- 
way crossings.  Including  crossing  gates  and  alarms,  when  the  provisions  of  sec- 
tion 8  of  these  instructions  are  not  appli(?al)le ;  and  maintaining  or  protecting 
traffic  during  the  progress  of  addition  and  betterment  work,  including  the  cost 
of  constructing,  maintaining,  and  removing  temporary  tracks  required  for  main- 
taining traffic  during  the  progress  of  the  work. 

13.  Interpretation  of  Item  Lists. — Lists  of  **  items,"  "  details,"  etc.,  have 
been  given  as  a  part  of  this  classification  for  the  purpose  of  clearly  indicating 
the  application  of  the  accounting  rules  in  specific  cases.  The  lists  In  every  case 
are  to  be  considered  as  merely  representative,  and  not  as  excluding  from  any 
account  analogous  Items  which  happen  to  l)e  omitted  from  the  list  appended. 
On  the  other  haml,  the  appearance  of  an  Item  in  a  list  warrants  the  inclusion 
of  the  item  in  the  account  concerned  only  when  the  text  of  the  account  also  Indi- 
cates inclusion,  inasmuch  as  the  same  item  fretjuently  appears  In  more  than  one 
list.  The  Item  of  boilers,  for  example,  will  be  found  under  accounts  Nos.  18,  27, 
37,  44,  and  45,  and  tlie  proper  charge  in  any  one  instance  must  be  deternUned  by 
the  text  of  the  account. 

14.  Submission  of  Questions. — To  the  end  that  uniformity  of  accounting 
may  be  maintaine<l  from  year  to  year,  carriers  shall  submit  all  questions  of 
doubtful  interpretation  <»f  the  accounting  rules  to  the  commission  for  considera- 
tion and  decision. 

Mr.  McLaughlin.  If  the  Interstate  Commerce  Commission  should 
change  this  definition  or  its  interpretation  from  time  to  time,  would 
that  be  controlling  in  this  matter,  whenever  that  change  was  made? 

Mr.  Merrill.  I  should  say  not  so.  I  think  the  definition  extant  in 
here,  as  of  this  date,  is  controlling.  This  is  something  that  has  been 
in  existence  for  some  years.  This  classification  of  accounts  is  the 
classification  that  is  adopted  by  the  public  utilities  commissions  in 
the  various  States  as  far  as  railroads  are  affected,  and  the  same  princi- 
ples which  apply  in  this  definition  have  been  adopted  by  the  various 
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public  utilities  commissions  in  their  definitions  and  treatments  of 
coat  I  think  it  is  something  that  is  as  well  established  as  you  can 
hope  to  find  anything  established. 

Mr.  EscH.  It  is  based  upon  the  recommendations  of  Prof.  Adams 
in  1908, 1  think,  required  by  section  15  of  the  Hepburn  Act. 

Mr.  Merrill.  I  do  not  know  the  history  of  it. 

The  Chairman.  Is  the  commission  to  determine  what  is  a  fair 
return  and  a  fair  value  and  also  the  excess  above  a  fair  return  at  the 
end  of  the  period? 

Mr.  Merrill.  That  would  be  determined  by  agreement,  if  possi- 
ble, like  other  items  in  here.  If  there  were  a  question  of  marked  dis- 
agreement between  the  commission  and  the  licensee  in  deciding  what 
it  should  be,  it  would  have  to  go  to  the  courts  as  regular  valuation 
proceedings  go  to  the  courts. 

The  Chairman.  Suppose  the  commission  should  think  that  10  per 
cent  should  be  a  fair  return  upon  the  property — I  am  using  that  figure 
as  an  illustration — and  it  made  15  per  cent.  Suppose  that  was  made 
the  first  year,  then  5  per  cent  would  be  regarded  as  written  oflf  the 
value  of  the  property  if  the  Government  should  take  it  over  at  the 
end  of  the  50  years.  Would  there  be  interest  also  calculated  on  that 
5  per  cent  from  the  time  it  received  it  until  the  end  of  the  period? 

Mr.  Merrill.  I  should  say  not,  offhand. 

The  Chairman.  Then  it  is  not  purely  an  amortization  reserve. 

Mr.  Merrill.  We  have  provided  specifically  the  items  that  may 
be  subtracted  out  of  the  original  cost :  First,  the  unappropriated  sur- 
plus. That  would  be  whatever  amount  has  not  been  set  aside  for  de- 
preciation, amortization,  or  other  reserve,  and  had  not  been  paid  out 
in  dividends.  Whatever  balance  might  be  remaining  as  undistributed 
surplus  would  go  with  the  property,  or  what  would  be  the  same 
thing,  be  deducted  from  the  cost.  The  second  item  is  "aggregate 
credit  balances  of  current  depreciation  account."  Under  the  system 
of  accounting  prescribed  by  the  States,  and  I  assume  under  any  sys- 
tem the  commission  might  prescribe  within  its  jurisdiction,  the 
licensee  would  be  required  to  set  aside  out  of  earnings  from  time  to 
time  such  amounts  as  the  commission  might  determine  were  necessary 
to  maintain  the  property  up  to  its  full  operating  efficiency.  Now, 
those  amounts  are  set  aside  currently  from  year  to  year,  or  oftener, 
out  of  earnings.  They  may  not  at  any  particular  time  represent  or 
be  equal  to  the  amounts  that  are  actually  paid  out;  first,  because 
they  would  cover  current  depreciation  running  year  after  year,  and 
second,  because  there  might  be  moneys  set  aside  to  replace  an  item 
like  a  generator  which  would  last  for  10  or  15  years;  but  whatever 
amount  had  not  gone  back  into  the  property  at  the  end  of  the  period 
and  was  still  held  in  those  depreciation  accounts  would  go  with  the 
property  or  be  deducted  from  the  price. 

Ihe  Chairman.  Will  it  be  the  policy  of  the  commission  to  hold 
down  the  price  of  products — when  1  say  products  I  mean  the  electric 
current — to  where  it  would  represent  only  a  fair  return  on  the  prop- 
erty investment? 

Mr.  Merrill.  Of  course,  I  can  not  speak  for  what  the  commission 
may  do.  In  my  judgment,  the  commission  ought  to  do  just  the  same 
as  any  State  public  utility  commission  does,  restrict  earnings  on 
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the  property  to  that  point,  and  to  that  point  only,  where  enougji 
money  will  come  into  the  business  to  keep  it  going. 

The  Chairman.  And  pay  a  fair  return! 

Mr.  MKfiRiuu  And  pay  a  fair  return ;  and  if  you  restrict  it  bdow 
what  is  a  fair  return  the  money  does  not  come  in  and  the  business 
does  not  expand. 

The  Chairman.  And  if  you  put  it  above  that,  it  helps  to  pay  for 
the  property,  and  when  the  Government  takes  it  over  it  would  owe 
that  much  less  at  the  end  of  the  term. 

Mr.  Merrill.  Yes;  but  it  is  only  by  an  empirical  rule  that  one 
may  find  out  that  rate  of  return  under  which  enough  capital  will 
come  into  the  enterprise  to  keep  it  going  and  to  allow  it  to  expand  to 
meet  the  new  marKet.  If  you  cut  below  that,  you  do  not  get  the 
money  necessary 

The  Chairman  (interposing).  I  am  talking  about  going  above  it. 

Mr.  Merrill.  If  you  go  above  it  then  you  can  do  one  of  two 
things — ^you  can  prescribe  the  method  of  disposition  of  the  sur- 
plus earnings  or  you  can  require  that  it  shall  go  into  an  amortiza- 
tion fund. 

The  Chairman.  And  you  think  the  best  policy  would  be  to  not 
have  it  go  above  or  below  a  fair  return ! 

Mr.  Merrill.  Not  in  so  far  as  it  can  be  done. 

The  Chairman.  I  mean  that  is  to  be  the  object  and  purpose  of  the 
rules  and  regulations  of  the  commission? 

Mr.  Merrill.  That  I  think  is  the  general  policy  that  ought  to  be 
adopted. 

The  Chairman.  And  you  would  treat  it  in  that  way,  as  though  it 
were  a  railroad  or  other  public  utility? 

Mr.  Merrill.  Yes. 

Mr.  Anderson.  Is  a  fair  return,  as  stated  here,  to  be  a  fixed  per- 
centage or  a  percentage  agreed  upon  between  the  Government  and 
tjie  licensee? 

Mr.  Merrhx.  I  do  not  believe  it  is  a  percentage  that  could  be 
agreed  upon  for  a  full  license  term.  You  could  not,  for  example,  put 
in  the  license  a  provision  that  a  fair  return  shall  be  8  per  cent.  I 
mean  it  would  be  inadvisable  to  do  so.  Eight  per  cent  might  be 
sufficient  earnings  on  the  property  under  some  circumstances,  and 
under  other  circumstances  it  might  be  too  much  or  too  little. 

Mr.  Anderson.  Then  a  determination  of  the  whole  question  in- 
volved in  this  definition  is  one  which  would  have  to  be  made  ulti- 
mately by  a  court? 

Mr.  Merrill.  In  case  of  dispute,  yes ;  that  is,  as  far  as  the  rate  of 
return  and  the  deductions  are  concerned,  and  it  might  be,  of  course, 
as  far  as  the  original  items  of  cost  are  concerned:  but  there  is  less 
likelihood  of  there  being  a  question  or  quarrel  about  the  items  of 
cost  because  the  commission  has  authority  under  this  net  to  pre- 
scribe a  system  of  accounting  and  to  keep  a  check  on  the  costs  as  they 
are  incurred  just  the  same  as  the  Public  Utilities  Commissions  do, 
^  Mr.  Anderson.  Let  me  ask  you  this  question  with  reference  to 
lines  12  and  18.  I  did  not  get  your  answer  to  Mr.  Sims  verv  defi- 
nitely :  **  If  and  to  the  extent  that  such  Sterns  have  been  accumulated.*' 
Now,  what  does  that  languaffe  meant 

Mr.  Mkrrill:  It  means  this:  We  will  assiime,  for  the  sake  of 
argument,  that  8  per  cent  is  a  fair  return  and  that  8  per  cent  would 
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be  allowed  all  the  way  through.  If  the  company  earns  10  i)er  cent 
on  its  property  and  uses  that  extra  2  per  cent  either  for  retirement 
of  capital,  for  amortization  reserve  or  depreciation  account,  any  one 
of  those,  then  that  amount  would  be  deducted  out  of  the  cost  of  the 
property. 

Mr.  Anderson.  The  total  depreciation  account! 

Mr.  Merrill.  No  ;  not  the  total  depreciation  account,  but  the  bal- 
ances that  have  not  been  put  back  into  the  property.  The  same  way 
with  the  amortization  reserve.  If  an  amortization  reserve  is  set  up 
to  cover  a  big  piece  of  equipment,  for  example,  and  that  equipment 
has  not  been  replaced  at  the  time  the  license  expires  and  the  proper- 
ties are  taken  over,  the  entire  amount  set  up  in  an  amortization 
reserve  for  that  piece  of  property  either  goes  with  the  property  to 
the  United  States  or  is  deducted  from  tne  cost.  If  the  unit  has 
actually  been  replaced,  then  the  money  will  not  be  in  the  account, 
and  there  will  not  be  anything  to  subtract. 

Mr.  Anderson.  I  understand  that.  I  understand  it  so  far  as  the 
amortization  feature  is  concerned,  but  I  do  not  get  your  point  with 
reference  to  the  depreciation  reserve. 

Mr.  Merriijl.  The  depreciation  reserve  is  the  amount  set  aside  from 
year  to  year  or  month  to  month,  as  you  go  along,  for  making  repairs 
or  minor  replacements. 

Mr.  Anderson.  The  only  credit  to  be  given  would  be  the  net  credit 
at  the  end  of  the  period  ? 

Mr.  Merrill.  Yes;  whatever  money  had  not  gone  back  into  the 
property,  and  it  must  either  be  in  that  fund  or  have  gone  back  into 
the  property. 

Mr.  Anderson.  I  so  understood  it. 

Mr.  Merrill.  It  must  be  either  one  thing  or  the  other. 

Mr.  Parker.  Suppose  they  distribute  the  earnings  in  excess  of  a 
fair  return. 

Mr.  Merrill.  That  can  be  handled  under  the  right  to  regulate 
rates.    You  can  not  handle  it  anywhere  else. 

Mr.  Parker.  Suppose  you  take  hold  of  my  suggestion  that  there 
might  be  a  sort  of  cooperative  plan  by  which  earnings  in  excess  of  a 
fair  return  might  be  distributed  to  the  people  who  bought  the  power. 

Mr.  Merrill.  The  only  place  that  I  can  see  where  you  could  get  a 
distribution  of  excess  earnings,  apart  from  the  right  to  cut  those  earn- 
ings down  by  reducing  the  rate,  is  through  the  rental  charge. 

Mr.  Parker.  But  the  suggestion  I  made  is  that  they  might  charge 
a  vary  large  rental  and  declare  dividends  on  that  just  as  dividends 
are  declared  by  life  insurance  companies  on  policies  and  all  that  sort 
of  thing.  You  load  ^our  rate  and  distribute  dividends  and  in  that 
way  reduce  it  to  a  fair  return.  The  trouble  with  the  net  investment 
proposition  is  that  it  puts  a  premium  upon  everybody  to  distribute  all 
their  profits  instead  of  keeping  the  property  up  to  the  proper  mark. 

Mr.  Merrill.  No;  it  does  not  do  that,  because  we  require  under 
this  legislation  that  they  shall  keep  the  property  up. 

Mr.  jParker.  Well,  it  is  frequently  against  their  interest  to  use 
what  is  in  excess  of  a  fair  return  for  the  benefit  of  the  property, 
because  if  they  do  that  thev  get  less  money. 

Mr.  Merrill.  Instead  of  deducting  that  from  the  price  at  the  end 
of  the  period  under  this  method  here,  we  simply  would  have  to  re- 
quire at  the  start  that  the  property  should  be  kept  up. 


44  WATEB  POWEB. 

Mr.  Parker,  You  deduct  them  at  the  end  of  the  term  if  they  send 
those  excess  earnings  into  surplus  or  if  they  use  them  in  betterments 
or  if  they  use  them  in  the  depreciation  account.  If,  on  the  other 
hand,  they  choose  to  make  the  profits  for  their  own  benefit  and  dis- 
tribute them  to  the  stockholders  and  thus  make  more  money  out  of 
the  Government,  you  do  not  deduct  them  ? 

Mr.  Merriix.  You  mean  if  they  put  them  out  in  dividends? 

Mr.  Parker.  Yes. 

Mr.  Merrill.  There  are  only  two  ways  to  get  at  that. 

Mr.  Parker.  I  say  that  under  this  provision  you  do  not  do  that 

Mr.  Merrill.  No  ;  that  is  perfectly  true.  There  are  only  two  ways 
in  which  you  can  get  at  that.  One  way  is  to  regulate  the  rate  so 
there  will  not  be  any  excess  earnings. 

Mr.  Parker.  Then  you  may  spoil  all  their  profits. 

Mr.  Merrill.  And  the  other  way  is  to  require,  through  the  rental 
provision,  a  division  of  surplus  profits. 

Mr.  Parker.  With  whom? 

Mr.  Merrill.  The  only  way  it  could  be  done  here  would  be  with 
the  Government. 

Mr.  Parker.  It  might  be  with  the  purchasers. 

Mr.  Merrill.  Yes ;  it  might  be  so. 

Mr.  Parker.  And  that  would  reduce  rates  to  the  public. 

Mr.  Merrill.  That  would  be  direct  rate  regulation  and  that  is  the 
way  it  should  be  done. 

Mr.  Parker.  Yes;  but  there  is  not  direct  regulation  in  the  sense 
of  naming  the  sum.  If  you  name  the  sum  the  difficulty  is  you  may 
get  it  tooT)ig  or  too  little. 

Mr.  Merrill.  You  could  not  hit  it  to  the  hundredth  of  a  cent. 

Mr.  Parker.  You  can  not  hit  it  beforehand  very  well. 

Mr.  Merrill.  No. 

Mr.  Parker.  Then  is  it  not  a  good  suggestion  that  it  should  be  de- 
termined by  the  amount  of  profit  made? 

Mr.  Merrill.  It  may  be.    You  mean  a  sliding  scale  of  rates? 

Mr.  Parker.  No;  I  do  not  mean  a  sliding  scale  of  rates,  but  I  mean 
dividends  paid  back  to  the  purchasers  on  their  rates  wherever  they 
make  more  than  10  per  cent,  for  instance;  providing  that  then  every- 
thing should  go  back  to  the  purchasers  of  the  power. 

Mr.  Merrill.  Of  course,  the  metho<l  has  been  adopted  in  place  of 
permitting  an  increasing  rate  of  dividends  as  there  was  a  decreasing 
rate  of  profit. 

Mr.  Parker.  I  am  only  speaking  of  the  fact  that  under  this  net 
investment  business  you  make  it  to  the  advantage  of  the  company 
that  they  should  distribute  their  profits  instead  of  using  them  for 
the  benefit  of  the  property  and  the  benefit  of  the  Government. 

Mr.  Merrill.  The  third  item  of  deduction  is  "  aggregate  appro- 
priations of  surplus  or  income  held  in  amortization,  sinking  fund,  or 
similar  reserves,  or  expended  for  extensions  or  betterments." 

That  means  that  where  surplus  earnings  are  used  to  reduce  the 
capital,  to  retire  the  bonds^  or  to  make  extensions  to  the  property, 
to  that  extent  earnings  so  diverted  and  used  shall  be  subtracted  from 
the  original  cash  cost  in  determining  the  amount  to  be  paid. 

That  is  all  I  care  to  say  about  that,  Mr.  Chairman,  unfcss  somebody 
has  some  further  questions  to  ask. 
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Mr.  Raker.  I  should  like  to  ask  a  question,  Mr.  Chairman,  and 
that  is  whether  or  not  there  would  be  a  nxed  teiin  of  50  years  for  the 
lieei?se  or  is  it  in  the  discretion  of  the  commission  ? 

Mr.  Merrill.  It  is  for  a  fixed  term,  except  under  the  conditions 
named  in  the  bill. 

Mr.  Raker.  Is  not  the  first  provision  named  there, "  unless  a  shorter 
time  is  agreed  upon  between  the  applicant  and  the  commission," 
really  a  power  given  them?  They  could,  in  fixing  the  terms  and  talk- 
ing to  the  man,  say  "  the  law  says  that  you  may  have  a  50-year  term, 
but  we  think  it  better,  under  the  circumstances,  that  it  ought  not  to 
be  a  50-year  term." 

Mr.  Merrill.  The  applicant  says  "  I  do  not  agree  to  that." 

Mr.  Raker.  He  is  down  and  out,  is  he  not? 

Mr.  Merrill.  I  do  not  believe  so;  no.  sir. 

Mr.  Raker.  There  is  no  way  he  can  enforce  it. 

Mr.  Merrill.  The  intention  of  the  language  is  this,  that  there  will 
be  a  license  for  a  period  of  50  years,  unless  for  reasons  which  are 
agreeable  both  to  the  commission  and  to  the  licensee  it  may  be  for 
something  less.  Wo  had  a  similar  case  come  up  before  the  depart- 
ment. We  are  accustomed  to  grant  licenses  for  50  years  for  rights 
of  way  on  the  national  forests.  In  this  particular  case  in  Colorado 
the  applicant  had  a  local  franchise  that  expired  in  25  years,  and  then 
his  rights  were  to  be  taken  over  by  the  municipality.  He  wished  a 
permit  on  the  national  forest  to  run  concurrently  with  his  local 
license,  and  it  was  so  granted.  It  is  only  under  special  circumstances 
that  we  assume  that  licenses  granted  under  this  act  would  be  for  less 
than  50  years.  The  other  exception  that  is  made  in  here  is  the  chief 
reason  for  not  making  the  license  for  50  years  in  all  cases.  It  is  not 
advisable  to  have  a  license  for  a  part  of  a  project,  which  may  be 
taken  out  after  the  original  license  was  issued,  expiring  at  a  different 
date  from  that  of  the  original  license.  Both  belong  to  the  same  unit 
and  should  not  terminate  two  or  three  years  apart. 

Mr.  Raker.  Under  the  second  provision  if  the  commission  should 
sav  all  of  these  other  terms  are  satisf actorv,  but  we  believe  vou  should 
agree  on  a  term  of  25  years,  could  the  applicant  have  any  remedy  to 
get  the  period  of  50  years  under  this  bill? 

Mr.  Merrill.  In  my  opinion;  yes.  I  know  it  was  the  intent,  and 
I  think  it  is  the  reasonable  interpretation  of  the  language,  that  the 
only  gi'ound,  except  the  one  last  mentioned,  on  which  a  permit  would 
be  granted  for  less  than  50  years  is  when  by  mutual  agreement  it  is 
deemed  better  to  have  it  for  less  than  50  years. 

Mr.  Raker.  But  if  the  applicant  says  50  years  and  the  commission 
says  25  years,  would  the  applicant  be  in  a  position  to  demand  the  50- 
year  period  on  his  license? 

Mr.  Merrill.  I  think  so. 

Mr.  Lever.  How  could  he  make  good  his  demand  ? 

Mr.  Merrill.  He  could  make  good  his  demand  in  the  same  way 
that  he  can  make  good  his  demand  for  a  license  for  any  period. 

The  Chairman.  Does  not  the  commission  have  some  discretion  ? 

Mr.  Merrill.  Yes. 

Mr.  Raker.  There  is  nothing  in  the  bill ;  how  could  he  enforce  the 

license? 

Mr.  Merrill.  There  is  nothing  in  the  bill  by  which  you  can  force 
the  commission  to  grant  a  license  to  anybody. 
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Mr.  Raker.  That  being  the  case,  if  the  commission  insisted  on  25 
years  and  the  applicant  wanted  50  years  and  the  commission  stood 
firm,  the  applicant  would  be  defeated  ? 

Mr.  Merriix.  Possibly  so,  but  you  can  just  as  well  turn  it  around 
the  other  wa^  and  say  that  without  any  provision  in  here  at  all,  since 
the  commission  has  the  right  to  deny  a  license  to  an  applicant  if  it 
wishes,  it  could  make  him  comply  with  any  conditions,  reasonable  or 
unreasonable,  which  it  might  desire,  because  it  says  if  you  do  not 
agree  to  it,  we  will  not  grant  any  license  at  all.  It  does  not  seem  to 
me  that  that  is  a  reasonable  conclusion  to  draw  from  the  right  of 
discretion  lodged  in  an  executive  authority. 

Mr.  Lever.  I  presume  that  Judge  Saker  was  taking  a  strained  case 
in  order  to  get  your  viewpoint.  It  seems  to  me  under  the  language 
here  after  all,  the  length  of  the  license  would  be  determined  by  the 
commission  if  no  agreement  could  be  had  between  the  commission 
and  the  applicant  for  the  license.  I  do  not  think  that  is  a  criticism 
of  the  bill  at  all.  Somebody  has  to  have  lodged  in  them  the  discretion 
of  the  final  say  so.  The  commission  is  the  final  say  so.  Is  that  your 
idea  ? 

Mr.  Merriul..  Yes,  sir;  but  we  had  in  mind  that  this  was  not  to 
give  all  latitude  to  the  commission  to  say  anything  from  10  to  50 
years  arbitrarily. 

Mr.  La  Follette.  On  page  11  there  is  this  language:  "That  each 
license  under  this  act  shall  oe  issued  for  an  original  period  of  fifty 
years,  unless  a  shorter  time  is  agreed  upon  between  the  applicant 
and  the  commission." 

Mr.  Merrill.  That  is  about  as  directory  as  it  can  be  made  and  still 
leave  any  discretion  in  the  commission. 

The  C"hair3ian.  What  objection  is  there  to  amending  the  bill  so  as 
to  provide  not  to  exceed  50  years  and  then  giving  the  commission 
some  latitude  or  leeway? 

Mr.  Merrill.  I  do  not  believe  that  is  necessary,  and  I  doubt  if  it  is 
desirable.  I  do  not  think  any  more  latitude  is  required  than  the  lati- 
tude that  was  intended  here. 

The  Chairman.  Can  not  a  licensee  abandon  the  license  any  time 
he  pleases? 

Mr.  Merrill.  Yes ;  by  abandoning  his  license  and  his  property. 

The  Chairmak.  Ajid  just  quit? 

Mr.  Merrill.  Yes. 

The  Chairman.  And  if  he  makes  a  good  thing  he  can  stay  with  it? 

Mr.  Merrill.  Yes. 

The  Chairman.  The  Government  can  not  (juit? 

Mr.  Merrill.  The  licensee  can  not  quit  without  losing  all  his  in- 
vestment.   He  has  more  at  stake  than  the  Government. 

The  Chairman.  You  have  a  revocable  permit  for  the  licensee  and 
not  for  the  Government.    He  can  quit  at  any  time? 

Mr.  Merrill.  Yes;  he  can  quit  at  any  time  as  far  as  the  control 
over  him  through  this  license  is  concerned.  He  can  give  up  the  right 
of  occupancy  oi  the  public  land  or  the  use  of  a  navigable  river.  He 
can  not  quit  whenever  he  wants  to  if  he  is  a  public  utility  and  is  op- 
erating under  the  public-utility  laws  of  the  several  States,  and  he  can 
not  quit  if  he  is  a  public  utility  operating  in  interstate  commerce 
under  the  service-regulation  provision  of  this  bill. 
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The  Chairman.  He  can  abandon  the  property? 

Mr.  Merrill.  No:  he  can  not  do  that.  Under  the  public-utilities 
regulation  in  our  otate  a  man  can  not  quit  just  because  he  feels 
like  it. 

The  Chairman.  He  can  not  tear  up  the  rails  and  ties  of  a  railroad, 
but  he  can  go  off  and  leave  it. 

Mr.  Merrill.  He  can  not  quit  unless  he  has  the  authority  to  quit. 

The  Chairman.  He  might  oecome  insolvent. 

Mr.  Merrill.  He  might  become  insolvent  and  some  one  else  would 
then  get  the  property  and  be  required  to  operate  it. 

Mr.  DoREMus.  If  the  commission  wanted  to  issue  a  license  for  a 
part  of  the  same  project  for  a  shorter  time  than  50  years,  in  order 
that  all  parts  would  terminate  on  the  same  date,  there  is  no  doubt 
in  your  mind  that  under  this  language  the  commission  would  be  the 
determining  agency? 

Mr.  Merrill,  No. 

Mr.  DoREMus.  And  the  applicant  would  have  nothing  to  say 
about  that? 

Mr.  Merrill.  No. 

Mr.  Baker.  Going  back  to  the  other  conditions  provided  in  the 
bill  which  the  commission  would  have  the  right  to  fix  as  conditions 
precedent  to  the  issuance  of  a  license,  they  could  put  in  any  terms 
they  saw  fit  as  to  the  period  of  the  lease  and  unless  the  applicant 
took  that  entire  lease  as  presented  with  the  term  even  10  or  15 
years  or  whatever  it  might  be  up  to  50  years,  if  the  applicant  did 
not  accept  it  he  could  not  proceed  ? 

Mr.  Merrill.  I  do  not  feel  that  way  about  it. 

Mr.  Parker.  If  you  put  in  the  words  "  unless  the  applicant  shall 
request  and  the  commission  shall  agree  to  a  shorter  time,"  that  wonl<^ 
make  it  very  strong  in  favor  of  the  applicant. 

Mr.  Hamilton.  I  should  like  to  ask  whether  this  is  not  manda- 
tory on  the  commission:  "That  each  license  under  this  act  shall  be 
issued  for  an  original  period  of  50  years  " — that  is  mandatory  so  far 
as  the  commission  is  concerned — "  unless  a  shorter  time  is  agreed 
upon  between  the  applicant  and  the  commission." 

Mr.  Raker.  You  might  as  well  say  that  the  license  shall  be  issued 
for  a  period  of  50  years,  provided  the  Secretary  of  the  Interior  doess 
not  determine  otherwise. 

Mr.  Hamilton.  No. 

Mr.  Parker.  Would  it  not  meet  that  difficulty  if  you  inserted  the 
words  "  unless  the  applicant  shall  request  and  the  commission  shall 
agree  to  a  shorter  period  "  ? 

Mr.  Raker.  This  is  one  of  the  points  that  there  has  been  a  great 
deal  of  controversy  about  and  I  have  understood  from  all  the  hear- 
ings the  attitude  of  both  Houses  and  they  finally  agreed  upon  a  50- 
year  period,  and  I  wondered  whether  there  had  been  a  change  as 
to  the  fixed  period. 

Mr.  Merrill.  It  was  the  intention  that  the  license  should  be  for 
50  years  except  in  two  cases,  where  the  applicant  himself  wished  a 
shorter  period,  and,  in  the  second  case,  where  it  was  necessary  that 
licenses  for  parts  of  the  same  project  should  expire  at  the  same  date. 

Mr.  Taylor.  Have  the  departments  considered  the  feasibility  of 
fixing  some  definite  time  for  all  the  licenses  to  terminate,  for  in- 
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stance,  in  1968,  50  years  from  this  tism — Ihat  is,  fix  tkjd  tefmina- 
tion  of  all  licenses  issued  within  the  next  5  years  or  10  yean — so  tkat 
there  might  be  some  time  when  Congress  might  poesiUy  kgidste 
affecting  all  the  leases  other  than  to  have  a  sliding  scale,  sonet 
affected  and  some  not  affected? 

Mr.  Merrill.  That  has  not  been  considered. 

Mr.  Taylor.  Having  some  epochal  peviod  m  the  country's  history 
whereby  there  might  be  a  readjustment  for  everybody  at  that  time. 
That  is,  all  the  licensee  issued  in  the^  n/ext  5  or  10^  years ;  and  then  the 
men  of  enterprise  throughout  the  country  would  be  on  an  equality 
as  to  the  new  legislation  or  the  new  coaiditiaiiB  that  would  be  im- 
posed by  Congress  in  1968. 

Mr.  Merrill.  They  would  not  be  unless  you  had  all  the  licenses 
issued  to  1968.  Then  there  would  be  some  for  50  years,  some  for  40 
years,  some  for  30  years,  some  for  10  years. 

Mr.  Taylor.  The  chances  are  that  there  will  be  some  other  legis- 
lation within  the  next  25  years.  I  do  not  apprehend  that  this,  is 
going  to  be  the  sum  total  on  the  subject  at  the  start. 

Mr.  Merrill.  Unless  you  did  that,  they  would  not  be  expiring  at 
the  same  date.  You  might  have  them  expire  in  25  years,  30  years* 
35  years,  and  40  years. 

Mr.  Taylor.  I  am  not  advocating  it;  I  am  just  inquiring  for  in- 
formation— whether  there  has  been  any  thought  of  that  kind — ^be- 
cause this  has  been  all  experimental  and  will  be  for  several  years  to 
come. 

Mr.  Merrill.  I  have  never  heard  such  a  plan  advocated. 

Mr.  Raker.  Just  one  other  question  on  this  same  matter.  Is  it  the 
intention  of  this  provision  that  there  can  be  only  one  lease  or  license 
for  a  period  of  50  years,  just  simply  the  original  period?  There  is. 
no  other  limitation  fixed  as  to  the  subsequent  periods? 

Mr.  Merrill.  If  you  will  look  at  line  4  on  page  12  there  is  this 
language:  "Licenses  for  subsequent  periods  of  such  duration  and 
under  such  conditions  as  may  be  prescribed  by  then  existing  law  and 
regulations." 

Mr.  Raker.  Without  such  subsequent  law  there  would  not  be  an^ 
time  fixed;  it  would  be  within  the  discretion  of  the  commission  to 
fix  the  time. 

Mr.  Merrill.  If  there  was  no  change  in  the  law,  the  existinur  con- 
ditions would  be  the  existing  law. 

Mr.  Raker.  There  has  been  no  time  fixed? 

Mr.  Merrill.  No,  sir. 

Mr.  Raker.  It  would  therefore  be  in  the  discretion  <rf  th«  comiiiitf^ 
sion  to  fix  the  limit  of  the  second  period? 

Mr.  Merrill.  Presumably  it  would  be ;  bwt  I  do  not  think  we  need 
worry  about  that. 

The  Chairman.  Is  it  not  the  policy  of  the  Goveraraen*  in  seettrin^ 
contracts  to  let  them  to  the  lowest  and  best  bidder? 

Mr.  Merrill.  Sometimes.    It  has  not  been  recently. 

The  Chairman.  I  mean,  is  that  the  general  policy? 

Mr.  Merrill.  Yes. 

The  Chairman.  Do  you  think  that  the  Government  in  improving 
a  navigable  stream  should  not  pursue  the  same  policy? 

Mr.  Merrill.  If  you  will  look  at  page  14  you  will  see  just  wbnti 
they  are  doing  about  that    Section  10,  subparagraph  a :  "  That  the 
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project  adopted,  iuoluding  the  maps,  plans,  and  specificHtions,  shall 
be  such  as  in  the  judgment  of  the  couimission  wit)  be  best  adapted 
to  a  comprehensive  scheme  of  iniproveiuent  and  utiliaation." 

Then  going  back  to  the  precedinpf  page,  section  7,  line  9,  there  is  the 
following:  "And  as  between  other  applicants,  tho  commission  may 
likewise  give  preference  to  the  applicant  the  plans  of  which  it  finds 
and  determines  are  best  adapted  to  develop,  conserve,  and  utilize  in 
the  public  interests  the  navigation  and  water  resources  of  the 
region."  That  is,  instead  of  bidding  on  the  price  or  the  rental  that 
they  will  pay  they  bid  on  the  character  of  the  development  they 
will  make. 

The  Chairmak.  I  understand  that.  1  saw  that  in  the  bill.  Now, 
on  this  question  of  periods,  here  is  a  perfectly  solvent  company  which 
makes  an  application  for  50  years  and  another  equally  solvent  com- 
pany that  proposes  to  make  the  same  application  for  40  years  and 
to  make  the  same  improvement.  If  the  (lovernment  simply  wants  to 
get  the  waterways  improved  for  navigation,  and  that  is  the  only 
object  it  can  have,  why  not  let  the  lowest  bidder  have  it — that  is,  the 
company  that  would  take  the  lowest  period  of  use  for  the  improve- 
ment? ^^by  should  not  the  commission  accept  a  lower  term  if  it 
ser\^es  the  Government's  purpose  ecjually  as  w^eH  as  the  longer,  and 
in  that  way  you  have  competitive  bidding  among  the  applicants? 

Mr.  MKRRiiiL.  I  would  rather  have  competitive  bidding  in  the 
nature  of  the  character  of  the  improvement  offered. 

The  Chairman.  But  if  the  two  companies  were  equally  able  to 
carry  out  their  contracts  and  one  proposed  to  comply  with  all  the 
conditions  oi  the  Government  within  40  vears  and  the  other  one  in 
not  less  than  50  years,  would  it  not  be  to  the  interest  of  the  Govern- 
ment to  let  it  to  the  company  that  would  take  it  for  the  shorter  period 
of  time? 

Mr,  MERRiiiL,  It  might  be  to  the  interest  of  the  Government  if 
we  were  going  into  Government  operation. 

The  Chairman.  It  is  all  conditioned  upon  that.  There  is  a  re- 
capture clause  in  it.  The  idea  is  that  the  Government  has  not  the 
money  right  now,  or  Congress  will  not  spend  it.  The  lowest  period 
that  you  could  let  it  for  and  accomplish  the  purpose  it  seems  to 
me  would  meet  the  demands  of  the  country  rather  than  to  lock  up 
the  resources  for  such  a  long  time.  That  is  the  reason  why  I  sug- 
gested not  to  exceed  50  years. 

Mr.  *  Merrhx.  That  is  still  covered  in  the  bill.  That  would  be 
a  case  where  the  ficensee  agreed. 

The  Chairman.  Some  one  seemed  to  think  that  it  was  mandatory 
under  the  law  to  accept  the  60-year  period  in  place  of  the  40-yeaf 
]>eriod.  I  suppose  that  would  have  more  reference  to  the  expiring 
license.  Here  is  an  initial  project,  which  is  starting,  and  one  com- 
pany proposes  to  accept  a  term  of  40  years  and  another  company 
a  term  of  60  years.  Under  the  terms  of  this  bill  would  the  Govern- 
ment have  to  accept  the  50-year  term  instead  of  the  40-year  term  f 

Mr.  Merriix.  No.  If  in  all  respects  they  were  equal  and  the  two 
applications  were  before  the  commission  to  act  upon,  the  commis- 
sion could  take  either  one  or  the  other  as  it  pleased. 

The  Chairman.  Then  there  ought  not  to  be  a  mandatory  oeriod 
of  time? 
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Mr.  Merkill.  It  seems  to  me  a  situation  like  that  is  directly 
covered  by  this  language  which  says  '*'  unless  a  shorter  time  is  agreed 
upon  between  the  applicant  and  the  commission." 

Mr.  Hamilton.  Whichever  appears  for  the  best  interest  of  the 
Government  you  have  to  take? 

Mr.  Mekrill.  I  think  so. 

Mr.  Lever.  By  an  agreement  you  might  enter  into  a  term  of 
license  for  less  than  50  years,  but  you  can  not  issue  one  for  more 
than  50  years.  That  is  the  only  mandatory  thing  in  the  language. 
I  do  not  know  what  you  have  in  your  mind. 

Mr.  Haugen.  If  that  is  the  object,  why  not  say  "  not  to  exceed  50 
years"?  The  question  of  fixing  the  term  is  left  to  the  discretion 
of  the  Secretary  in  issuing  the  license. 

Mr.  Merrull.  It  was  not  so  intended.  It  was  intended  that  we 
would  prescribe  under  the  legislation  a  50-year  license  as  a  general 
proposition. 

Mr.  Haugen.  But  the  question  here  is  to  fix  the  term  of  the  lease? 

Mr.  Merrill.  Yes;  under  the  provisions  of  the  act. 

Mr.  Haugen.  One  of  the  terms  might  run  for  25  years,  another 
for  30  years,  and  another  for  35  years  1 

Mr.  Merrill.  It  was  not  so  intended. 

Mr.  Haugen.  A  lease  can  not  be  made  for  less  than  50  years  un- 
less an  agreement  is  entered  into  by  the  two  contracting  parties. 

Mr.  Merrill.  That  was  the  intention  of  the  language;  yes,  sir. 

Mr.  Haugen.  I  think  that  is  fair. 

Mr.  Lever.  That  is  what  the  language  says. 

Mr.  Hamilton.  Does  it  not  seem  to  you  that  the  language  at  the 
bottom  of  page  11  and  the  top  of  page  12,  "That  each  license  under 
this  act  shall  be  issued  for  an  original  period  of  50  years,"  is  in-  . 
tended  to  be  mandatory  upon  the  commission? 

Mr.  Merrill.  It  was  intended  that  it  should  be  50  years,  except 
under  the  two  specific  conditions  named  here. 

Mr.  Hamilton.  It  seems  to  me  that  is  the  obvious  meaning  and 
that  is  the  way  the  courts  should  construe  it. 

Mr.  Merrill.  That  was  the  intention. 

Mr.  McLaughlin.  In  regard  to  the  preliminary  permits  and  the 
rights  under  them  there  is  a  provision  for  preliminary  permits  to 
enable  one  who  wishes  to  make  an  investigation  and  to  determine 
whether  or  not  the  project  that  he  is  looking  into  is  feasible  or  not 
and  whether  he  wishes  to  apply  for  a  permanent  license.  Afe  his 
rights  properly  and  sufficiently  protected  under  section  7,  which 
gives  the  municipality  a  prior  right,  regardless  of  the  fact  that  there 
may  be  a  prelimmary  permit  out  and  the  permittee  may  have  put  in 
a  lot  of  time  and  incurred  a  great  deal  oi  expense,  still  the  munici- 
pality may  step  in  and  take  it  away  from  him,  and  besides  it  is  en- 
tirely within  the  power  of  the  commission  later  to  prefer  somebody 
else  regardless  of  the  expense  that  the  temporary  permittee  has  in- 
curred. It  has  occurred  to  me  that  the  rights  of  the  temporary  per- 
mittee are  not  properlj^  safeguarded  in  that  section. 

Mr.  Merrill.  I  am  a  little  doubtful  of  that  myself.  This  was  the 
intention  of  the  language  of  the  two  sections,  section  5  and  section  7, 
that  we  would  issue  preliminary  permits  to  applicants  who  subse- 
quently wished  licenses  and  that  those  preliminary  permits  would 
embrace  the  conditions  under  which  the  priority  should  be  main- 
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tained  and  the  license  issued.    That  provision  of  section  5  is  man- 
datory. 

Mr.  Parker.  That  is,  that  the  preliminary  permit  shall  contain 
the  conditions. 

Mr.  Merrill.  The  preliminary  permit  will  state  the  conditions 
under  which  the  license  will  be  granted,  and  if  the  permittee  com- 
plies with  the  conditions  he  gets  the  license. 

Mr.  Parker.  It  is  an  option  ? 

Mr.  Merrill.  Yes,  sir.  In  section  7  is  the  preference  clause  for 
licenses  which  gives  the  discretion  to  the  commission  to  prefer  any 
municipality  over  a  private  applicant,  but  it  was  intended  that  the 
mandatory  language  of  section  5  should  control  the  permissive  lan- 
guage of  section  7  in  case  the  preliminary  permit  was  already  in 
existence. 

Mr.  McLaughlin.  Certainly  where  one  investigates  resources  on 
his  own  property  to  determine  whether  it  will  be  profitable  for  him 
to  develop  them  he  ought  to  be  preferred  over  anybody,  even  a 
municipality  ? 

Mr.  Merril.  In  a  great  many  cases  there  is  a  large  amount  of 
money  involved  in  making  the  preliminary  investigation,  such  as 
would  he  covered  under  the  preliminary  provision  provided  here. 
There  are  surveys  to  be  made,  water  measurements  to  be  taken,  and 
borings,  which  may  in  the  aggregate  run  up  to  $100,000  or  $200,000. 
So  I  am  going  to  suggest  to  the  committee  when  the  question  of 
amendment  comes  up  that  provision  be  made  in  section  7  to  include 
preferences  for  preliminary  permits  where  they  have  been  issued  so 
as  to  make  it  clear  what  was  the  original  intention,  that  the  prefer- 
ences in  section  7  should  not  work  against  the  preliminary  permittee 
under  section  5  who  complied  with  the  terms  of  his  permit. 

Mr.  McLaughlin.  And  suggest  also  some  limit  to  the  proposed 
temporary  permits. 

Mr.  Merrill.  I  do  not  think  that  is  necessary.  I  think  the  com- 
mission can  take  care  of  that. 

Mr.  Taylor.  The  Public  Lands  Committee  has  very  consistently 
and  very  emphatically  gone  on  record  on  every  one  of  these  water- 
power  measures  on  the  proposition  of  giving  the  municipalities  the 
preference  right  for  water-power  plants  for  municipal  purposes,  if 
they  had  the  ability  and  desire  to  do  so. 

Mr.  Merrill.  I  would  not  disturb  that. 

Mr.  Taylor.  You  are  not  in  favor  of  eliminating  that  feature  from 
this  bill? 

Mr.  Merrill.  No;  I  would  want  them  to  come  in  and  make  their 
application.  A  municipality  can  make  its  application  for  a  prelimi- 
nary permit  just  the  same  as  a  private  applicant.  It  is  hardly  a 
reasonable  situation  for  a  municipality  to  wait  until  the  private  indi- 
vidual or  corporation  has  gone  in  and  spent  $100,000  or  $200,000  and 
then  come  in  and  push  them  out. 

Mr.  Taylor.  The  city  council  would  not  be  disposed  to  do  that, 
whereas  some  of  the  masses  of  the  population  might  want  it. 

Mr.  Merrill.  I  do  not  think  that  would  prevent  them  from  apph  - 
ing  for  a  preliminary  permit.    It  has  not  been  our  experience  in  tne 

past. 

Mr.  Taylor.  I  do  not  care  to  go  into  the  details  now.  In  the  bills 
which  the  Public  Lands  Committee  reported  out,  we  had  a  very  clean- 
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cut  provision,  much  more  definite  than  this.  It  is  not  the  intention 
to  confiscate  private  property. 

Mr.  Merriix.  It  is  not. 

Mr.  EscH.  With  reference  to  the  commencement  of  iht  period  of  SO 
years,  the  Ferris  bill  provided  for  a  period  of  not  longer  than  50 
years;  the  Walsh  bill  provided  for  a  period  of  60  years,  "  and  there- 
after until  the  property  is  taken  over  and  paid  f or^"  etc. ;  the  Shields 
bill  provided  that  "  the  permit  granted  under  the  provisions  of  this 
act  shall  be  for  a  term  of  50  years  from  the  date  of  Uie  permit";  the 
Adamson  bill  provided ''  that  the  rights  granted  herein  snail  continue 
for  a  period  of  50  years  from  and  after  the  completion  of  the  dam,'' 
etc ;  while  the  pending  proposition  is  ^^  that  each  license  under  this 
act  shall  be  issued  for  the  original  period  of  50  years."  Has  it  oc- 
curred to  you  that  there  ought  to  be  a  more  clearly  defined  provision 
covering  that  period  of  50  years? 

Mr.  Merioll.  1  should  say  50  years  frcnn  the  issuance  of  the 
license,  or  from  the  execution  of  the  license. 

Mr.  EscH.  That  would  probably  be  after  the  preliminary  licensee's 
permit  had  lapsed  ? 

Mr.  Merrill.  Yes,  sir;  that  preliminary  period  would  not  be 
counted  in  as  a  part  of  the  50-year  license  period. 

Mr.  EscH.  But  if  you  begin  with  the  beginning  of  the  license,  it 
might  be  possible  that  it  would  require  five  or  six  years  to  complete 
the  project.  For  instance,  take  the  Keokuk  Dam  project,  the  work 
on  which  extended  over  a  period  of  several  years,  and  that  period 
would  have  to  be  deducted  from  the  earning  capacity  of  the  plant. 
That,  of  course,  would  shorten  the  50-year  period,  or  the  period  dur- 
ing which  the  plant  would  have  any  earning  capacity.  Do  jrou 
believe  that  that  should  be  taken  into  consideration  in  this  con- 
nection ? 

Mr.  Merrill.  I  believe  that  the  cases  are  comparatively  rare 
where  they  would  run  over  a  period  df  sufficient  length  to  make  any 
material  aiflFerence  in  that  regard. 

Mr.  EscH.  I  want  to  say  this  in  that  connection,  that  when  the 
power  bill  was  in  conference  the  conferees  split  on  that  difference 
oetween  the  Senate  and  House  provisions  touching  the  beginning  of 
that  50-year  period. 

Mr.  Merrill.  I  do  not  think  it  should  be  a  matter  of  material 
difference  one  way  or  the  other,  provided  there  is  sufficient  authority 
to  fix  the  time  within  which  the  works  s^all  be  built.  However,  if 
the  license  should  begin  with  and  run  from  the  date  of  the  comple- 
tion of  the  plant,  then  the  licensee  might  not  be  so  anxious  to  hasten 
the  beginning  or  completion  of  construction. 

Mr.  EscH.  I  agree  with  you  on  that;  but  there  is  g^ill  left  in  my 
mind  a  doubt  as  to  whether  or  not  we  ou^ht  to  make  it  specific  as  to 
whether  the  period  of  construction  was  mcluded  in  the  50-year  pe- 
riod or  was  excluded.  That  might  be  a  very  material  consideration 
in  interesting  capital  in  water-power  development. 

Mr.  Merriix.  I  agree  that  it  should  be  specific :  but  I  doubt  if  the 
fact  that  the  effective  term  of  the  license,  from  the  operating  stand- 
point, is  reduced  by  time  necessary  to  complete  construction  is 
of  material  importance  from  the  financing  standpoint  if  the  condi- 
tions affecting  the  licensee  lifter  the  50  years  hare  expired  at^  sMis- 
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fftctory.  I  think  it  liws  bem  the  v«ry  general  opinion  thmt  m  period 
of  »iore  than  90  years  froivi  the  date  of  the  issuance  of  the  lioense 
wouM  be  too  much,  even  t^oogh  there  might  be  in  imusual  cases  a 
fveriod  of  10  or  14  years  before  a  project  caiM  into  full  operation. 

Mr.  Kaker.  This  provision  is  not  exclosive  as  to  the  permits  that 
are  granted^  is  it  I  In  other  xrords,  the  commission  may  issue  as 
many  preliminary  permits  on  the  same  territory  or  on  the  same 
ground,  or  at  the  same  dam,  or  reservoir,  or  ^sviiatever  it  may  be,  as 
it  sees  fit? 

Mr.  Merbill.  It  might;  yes,  sir. 

Mr,  Baker.  So  there  feni^t  be  one,  two,  or  more  permittees  upon 
the  same  ground  at  the  same  time  i 

Mr.  Merriul.  Yes,  mv. 

Mr.  Raksr.  Suppose  you  issued  one  permit  to  a  man,  and  he  should 
fgo  on  the  ground  aad  stay  there  for^  say,  2^  years  and  spend,  we 
will  say,  from  $250,000  to  $500,000 :  Then,  another  party  desiring  to 
icome  utK^n  the  same  groand,  tusdefr  section  7,  could  make  application 
attd  hie  wonkl  be  granted  a  permit,  and  if  he  said  that  he  would 
develop  it  for  a  40-year  license,  he  would  get  the  project  rather  than 
the  other  party  who  had  made  all  those  expenditures,  or  the  commis- 
sion would  have  the  power  to  give  it  to  the  second  applicant  who 
had  not  spent  any  money  at  all  upon  the  property,  except  in  the  way 
of  making  general  investigation.    Am  I  correct  in  that? 

Mr.  Merrill.  That  would  not  be  the  case  if  the  preliminary  per- 
mit was  properly  drafted.  I  do  not  think  that  the  preliminary  per- 
mit should  contain  a  condition  that  would  permit  anything  of  that 
sort  to  be  done.  I  do  believe,  however,  that  the  preliminary  permit 
should  provide,  regardless  of  what  the  investment  of  the  preliminary 
permittee,  that  if  he  came  up  with  a  proposition  to  develop  iO,000 
horsepower  on  a  particular  site,  and  another  permittee  proposed  to 
develop  20,000  horsepower  on  the  same  site,  the  license  should  be 
panted  to  the  first  applicant  only  in  the  event  that  he  is  willing  and 
able  to  make  as  fall  a  development  as  the  second  applicant. 

Mr.  Raker.  What  do  you  think  about  a  provision  for  granting  an 
exclusive  permit  for  a  period  of  three  years? 

Mr.  Merrill.  With  a  provision  that  only  at  the  end  of  that  period 
another  applicant  can  apply? 

Mr.  Kaker.  Yes. 

Mr.  Merrill.  I  do  not  believe  that  the  issuance  of  secondary  per- 
mits on  the  same  site  is  a  matter  of  consequence  to  the  first  permittee. 
We  isswe  thein  that  way  now  in  the  Department  of  Agriculture. 
But  if  a  permit  is  issued  to  more  than  one  applicant  for  the  same 
«ite,  we  say  to  the  second  applicant,  "Do  you  wish  to  take  your 
thances  in  making  this  investigation  and  going  in  and  spending  your 
money  knowing  that  there  is  somebody  else  ahead  of  you,  and  know^ 
ing  that  if  he  complies  with  the  conditions  your  application  can  not 
be  accepted  ?  If  you  do,  you  may  have  a  permit." 
•  ^  Mr,  RAKEtt.  I'hat  is  not  a  condition  in  section  7,  but  the  commis- 
inon  ^ean  accept  any  of  thebi.  The  cowimission  is  not  bound  to  accept 
any  particular  one  under  the  provisions  of  section  7. 
'  afc.  Merhill.  OtfMsr  things  being  eq«al,  the  commission  will  grant 
a  license  to  the  fir^  preiitninary  permittee,  but  the  commission  should 
not  grant  the  license  to  the  first  preliminary  permittee,  if  in  so  doing 
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it  is  necessary  to  throw  away  a  part  of  the  possible  development  that 
can  be  had  by  granting  the  license  to  somebody  else.  The  commis- 
sion should  give  the  first  preliminary  permittee  an  opportunity  to 
make  the  complete  development,  but  if  he  will  not  do  it,  and  if  some- 
body else  will  do  it,  the  second  man  should  have  it. 

Mr.  Eaker.  Suppose  the  first  permittee  will  make  the  full  devel- 
opment, but  the  second  mnn  comes  in  and  proposes  better  terms  to 
the  Government.  Do  you  believe  that  in  that  case  the  second  man 
should  have  it  ? 

Mr.  Merrill.  Better  terms  of  what  nature? 

Mr.  Raker.  In  the  matter  of  time  and  compensation? 

Mr.  Merrill.  I  do  not  think  that  should  be  a  determining  factor, 

Mr.  Kaker.  Well,  he  might  make  a  little  better  plant. 

Mr.  Merrill.  Then,  I  would  say,  ^oing  back  to  the  first  permittee, 
*'  So  amend  your  plans  as  to  do  it  this  way."  If  that  is  a  better  way 
of  doing  it,  he  snould  be  required  to  do* it  that  way.  Under  this 
bill  power  is  given  the  commission  to  require  the  modification  of  the 
plans  presented  if  by  so  doing  they  can  get  a  better  plan  of  develop- 
ment. 

Mr.  Tayu)r.  Tluit  is,  authority'  to  get  the  utmost  pi-acticable  de- 
velopment ? 

Mr.  Merrill.  Yes.  sir. 

Mr.  Taylor.  Not  a  part  of  it,  but  they  would  have  authority  to 
require  the  utilization  of  the  power  to  the  utmost  extent  prac- 
ticable ? 

Mr.  Merrill.  Yes,  sir;  rather  than  to  quibble  about  the  question 
of  a  year  or  two  in  the  period  of  the  license,  or  a  cent  or  two  in  the 
rate  of  charge. 

Mr.  Taylor.  That  could  be  adjusted  by  the  commij^sion  under  i*egu- 
lations? 

Mr.  Merrill.  Yes,  sir. 

Mr.  Haugen.  Unless  the  terms  are  fixed  in  the  bill,  will  it  not  be 
possible  for  the  coniniission  to  extend  the  time  far  beyond  50  years 
from  the  date  of  the  preliminary  permit? 

Mr.  Merrill.  Xo,  sir;  the  preliminary  permits  are  limited  to 
three  vears. 

Mr.  IIauoen.  But  they  can  be  renewed? 

Mr.  Merrill.  Yes,  sir;  but  not  beyond  three  years. 

Mr.  IIavgen.  Only  once? 

Mr.  Merrill.  Not  beyond  three  years. 

Mr.  Taylor.  If  the  period  of  construction  was  exclusive  of  the 
50  years,  that  might  be  subject  to  abuse,  might  it  not? 

lilr.  Merrill.  There  is  more  possibility  of  abuse  there  than  at  any 
other  point,  but  section  5  says  that  the  commission  may  issue  pre- 
liminary permits  for  a  certain  period  or  periods  not  exceeding  a 
total  of  three  years. 

Mr.  Haugen.  I  am  advised  by  a  gentleman  over  here  that  it  took 
13  years  to  complete  the  Chattanooga  project,  and  in  that  case  the 
period  would  be  63  years  instead  of  50  years.  The  license  would 
run  that  long. 

Mr.  Merrill.  Yes.  sir;  but  probably,  if  they  were  18  years  in 
building  the  plant,  tney  were  stringing  it  along  unconscionably. 
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Mr.  Haugen.  It  might  be  that  they  would  string  it  along  20  years 
beyond  the  time  fixed  by  the  commission,  but,  of  course,  we  would 
have  to  have  confidence  in  the  commission. 

The  Chairman.  If  the  United  States  Government,  through  its 
engineers,  should  determine  that  there  ought  to  be  some  river  im- 
provements in  New  York,  New  Jersey,  or  Pennsylvania,  or  some- 
where along  the  Atlantic  Coast,  in  a  well-developed  railroad  coun- 
try, with  lines  reaching  to  Chicago,  Pittsburgh,  and  everywhere  else, 
and  if  in  making  those  improvements  they  should  require  certain 
locks  and  dams  constructed  on  certain  streams,  would  it  not  be  good 
policy  and  in  the  interest  of  the  public  to  have  the  right  to  grant  a 
license  for  a  short  term  of  years,  or  for  the  shortest  term  of  years 
for  which  you  could  have  the  work  done,  rather  than  have  it  done 
under  this  rigid  provision  of  50  years?  On  the  other  hand,  take 
some  river  in  the  West,  in  a  thinly  settled  country,  and  I  should  say 
that  the  license  should  extend  over  a  much  longer  period  because 
they  would  not  have  the  facilities,  or  there  would  not  be  the  same 
demand  for  the  use  of  the  current.  Now,  with  the  Government  im- 
proving navigable  streams,  why  should  it  not  have  the  opportunity 
to  do  it  in  such  a  way  as  to  cost  the  Government  the  least  possible 
money  and  so  that  it  will  be  of  the  greatest  possible  benefit  to  the 
public? 

Mr.  Merrill.  The  difficulty  in  both  cases,  I  think,  would  be  this, 
that  water-power  undertakings  are  not  gold  mines  generally,  and 
they  require  a  very  large  initial  investment,  as  compared  with  other 
means  for  furnishing  power,  like  steam,'  for  example.  Of  course, 
if  you  have  a  going  business,  with  an  existing  plant  and  a  market 
already  at  hand,  you  merely  plan  to  extend  the  existing  development; 
you  have  one  situation.  If,  on  the  other  hand,  you  are  starting  a 
new  development,  which  may  be  in  operation  5, 10,  or  15  years  before 
it  has  earnings  sufficient  to  pay  accumulated  deficiencies  and  leave  a 
margin  for  profit,  you  have  a  far  different  situation.  I  very  seri- 
ously doubt  whether  the  period  that  is  prescribed  here  is  any  too 
long  for  undertakings  of  the  latter  class. 

The  Chairman.  Your  idea  is  that  all  projects  are  on  a  level  as  to 
cost? 

Mr.  Merrill.  Of  course,  they  are  not  all  on  a  level,  because  some 
cost  more  than  others,  and  some  are  more  profitable  than  others, 
but  water-power  development,  as  a  class  of  development,  as  com- 
pared with  steam-power  development,  for  example,  requires  a  larger 
initial  investment. 

The  Chairman.  I  do  not  think  there  is  any^  doubt  about  that. 

Mr.  Merrill.  It  is  a  far  more  serious  proposition  from  the  financial 
standpoint,  so  far  as  the  amount  of  the  initial  investment  is  con- 
cerned. 

The  Chairman.  I  have  no  doubt  about  that ;  but  when  you  put  it 
before  the  public,  and  one  concern  will  do  the  work  for  the  use  of 
the  power  for  30  years  and  another  for  the  use  of  the  power  for  40 
years,  I  do  ijot  see  why  you  should  have  to  allow  the  use  of  the 
power  for  50  years. 

Mr.  Merrill.  Do  you  mean  when  it  comes  as  a  free,  open  offer 
from  the  applicant? 
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The  Chairaian.  Suppose  you  let  it  be  known  to  the  pvblic  or  sup- 
pose you  advertise  it  like  any  other  public  improvement!  Why 
not  let  it  out  to  bidding,  or  why  not  advertise  its  Let  the  Govern- 
ment engineers  make  the  surveys,  and  then  say  in  public  advertise- 
ments that  they  want  go  many  dams  built,  and  that  tfaiey  want  them 
built  in  consideration  of  the  exclusive  right  to  the  water  power 
developed  for  the  period  of  years? 

Mr.  Merriua  Assiuning  always  that  the  commission  would  have 
the  right  to  go  behind  the  proposition  and  find  out  whether  the 
applicant  was  talking  business  or  was  bluflSnef 

The  CHAmMAN.  Yes;  let  it  to  a  responsible  bidder.  If  I  own  a 
comer  lot  here  in  Washington,  I  do  not  see  why,  whoi  a  man  comes 
to  me  and  says,  "  I  will  put  up  a  10-story  building  on  this  lot  for 
the  use  of  it  for  20  years,'^  and  another  offers  to  put  up  the  same 
sort  of  building  on  the  lot  for  the  use  of  the  building  for  10  years — 
in  a  case  of  that  sort  I  do  not  see  why  I  should  accept  the  offer  of 
the  man  who  wanted  the  use  of  the  building  for  20  years  instead  of 
the  offer  of  the  man  who  wanted  the  use  of  the  building  for  10 
years.  Now,  it  seems  to  me  that  the  Government  is  standing  in 
exactly  the  same  attitude  or  that  it  is  in  the  nature  of  a  proprietor 
having  improvements  made  on  its  property.  In  other  wowls,  should 
there  be  fixed  a  period  of  50  year,  60  years,  75  years,  or  any  Other 
period?  Why  not  just  provide  for  giving  a  long  enough  period  to 
secure  the  development? 

Mr.  Merrhx.  I  think  that  is  the  language  of  this  sectiott. 

The  Chairman.  Why  riot  say,  "not  exceeding  50  years"?  Why 
have  any  minimum  limit  t 

Mr.  Merrill.  The  difficulty  with  not  having  any  minimum  limit 
would  be  that  somebody  who  was  administering  the  law  might  have 
the  opinion  that  this  development  should  take  place  in  10,  15,  or  25 
years  and  try  that  sort  of  thing 

The  Chairman.  Of  course  the  commission  is  assumed  to  have  alt 
of  the  knowledge  that  is  necessary. 

Mr.  Merrill.  I  have  no  doubt  about  this  present  commission. 
This  is  simply  proposed  in  the  belief,  inasmuch  as  the  50-year  prepo- 
sition has  been  discussed  back  and  forth  for  the  last  five  years,  tnat 
it  would  be  a  point  on  which  all  might  agree. 

Mr.  Taylor,  That  is  the  period  that  has  been  somewhat  tacitly 
agreed  upon  by  the  people  who  contemplate  that  sort  of  develop- 
ment ana  by  the  public  spirited  citizens  who  have  discussed  the 
matter? 

Mr.  Merrill.  Yes,  sir;  it  is  a  sort  of  period  that  has  been  arrived 
at  through  the  consensus  of  c^inion. 

The  CiiAmMAN.  If  you  give  a  license  for  50  years,  that  migjht  be 
a  sufficient  inducement  to  have  the  weakest  or  the  most  undesirable 
projects  developed,  but  if  it  is  a  sufficient  inducement  for  the  devel- 
opment of  those  projects  it  would  be  a  high  and  unnecessary  stimulus 
for  the  development  of  the  most  desirable  projects.  That  would  per- 
haps be  good  policy  in  a  thinly  settled  section. 

Mr.  Merrill.  I  doubt  if  even  a  period  of  50  years  would  be  suffi- 
cient in  such  cases  if  it  did  not  carry  with  it  the  provision  that  the 
licensee  may  have  an  extension  under  the  law  at  tW  termination  of 
the  period  m  the  event  his  properties  are  not  purchased. 
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The  Chaikman.  Bmt  the  OoTemlHent  has  the  abodlnte  right  to  take 
it  itself  I 

Mr.  MsRttiLL.  Yes,  sir. 

The  Chairman.  And,  of  course,  a  highly  developed  water  power 
in  New  York  State  would  be  a  more  valuable  acqaisition  for  the 
OoT^lummt  than  a  plant  out  in  some  thinly  settled  section  of  the 
West. 

Mr.  MERRnx.  Yes,  sir;  doubtless  it  woukl  be,  if  the  Grovernment 
was  going  into  that  business. 

Mr.  Akobksok.  A  licensee  who  undertook  to  take  a  plant  under  a 
license  for  40  years  as  against  another  applicant  for  a  license  who 
would  take  it  for  50  years,  would  have  to  get  that  tnuch  motie  oat  of 
the  public  during  that  period  of  40  veans? 

Mr.  MERRiLii.  I  presume  he  would. 

Mr.  ANDBseoir.  So  that  what  the  Gkivernment  would  gAin,  the 
public  would  lose  in  a  contract  of  that  sort. 

Mn  Efictt.  The  only  bill  that  contemplated  that  the  period  might 
be  less  than  50  years  was  the  Ferris  bill,  which  provided,  I  think, 
for  a  period  not  longer  than  50  years. 

Mr.  MxsaaiAj.  I  think  the  rea^^n  for  that  was  that  it  was  believed 
inadvisable  to  make  it  mandatory  upon  the  executive  authority  to 
grant  a  liciense  of  50  years  in  every  case^  and  manifestly  it  was  inad- 
visable for  the  reason  that  if  licenses  were  issued  for  the  extension 
of  a  plant  already  under  liceaise,  the  two  licenses,  though  affecting 
the  same  operating  unit,  would  expire  at  different  times.  For  in- 
stance, the  license  on  the  main  plant  mi^ht  expire  in  19^5,  while  the 
license  on  the  first  extension  might  expire  in  1970,  and  on  the  next 
extension  in  1975.  Then,  under  such  a  condition,  when  1965  came 
atDund,  the  Government,  if  it  wished  to  take  over  the  property, 
could  take  only  the  part  on  which  the  license  expired  then,  and  the 
refit  of  it  could  not  be  taken  until  1970  and  1975,  respectively,  even 
though  the  three  parts  were  parts  of  the  same  operating  unit.  Of 
course  licenses  for  the  several  partB  of  the  same  operating  units 
should  expire  on  tlie  same  date,  so  that  the  whole  project  could  be 
taken  and  held  as  a  single  unit,  and  this  is  tiie  reason  which  was  be- 
lieved the  provision  of  the  Ferris  bill,  as  well  as  of  the  provisions  of 
the  proposed  bill. 

Mr.  Taylor.  The  license  on  all  the  extensions  ought  to  terminate 
at  the  same  time  that  the  license  on  the  main  plant  terminates? 

Mr.  Merriix.  Yes,  sir ;  and  that  is  my  understanding  of  the  reason 
for  the  provision  of  the  Ferris  bill. 

Mr.  Raker.  Have  not  many  of  those  plants  been  arranged  with 
the  idea  of  making  extensions,  as  extensions  become  important  in  the 
way  of  supplying  additional  power  that  may  be  required? 

lilr.  Merrill.  I  do  not  mean  entirely  new  units  operated  separatelv 
from  each  other.  Take  these  plants  shown  here  on  the  map^  £am 
one  might  have  a  separate  license,  and  a  licensee  might  come  along 
and  put  another  plant  in  here  [indicating]  and  tie  it  onto  the  gen- 
eral system,  but  as  a  separate  operating  unit  I  do  not  mean  that 
the  license  tor  that  new  plant  need  expire  at  the  same  time  that  the 
license  on  this  plant  [indicating]  should  expire. 

Mr.  Raker.  Suppose  it  is  desired  to  develop,  say,  50,000  hcaw- 
power,  and  connect  it  with  a  plant  up  there  at  Keadmg  or  up  in  the 
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Sacramento  Valley.  Now,  would  you  call  that  an  extension  of  the 
plants  because  of  the  fact  that  they  make  a  connection  up  there,  and 
would  you  limit  the  time  accordmg  to  the  time  that  the  original 
plant  might  have  to  run? 

Mr.  ]Sfi:RRiLL.  No,  sir;  that  would  run  for  50  years,  because  it 
would  be  a  separate  operating  unit,  but  if  they  applied  for  a  license 
for  a  transmission  line,  that  would  be  an  extension  and  the  license 
should  expire  at  the  same  time  that  the  license  on  the  main  plant 
expires. 

Mr.  Kaker.  That  license  would  expire  with  the  license  on  the 
original  plant  ? 

Mr.  Merrill.  Yes,  sir. 

Mr.  Raker.  But  in  the  case  of  a  separate  and  distinct  plant,  you 
would  not  stop  them  at  the  same  time? 

Mr.  Merrill.  No,  sir ;  because  if  you  went  on  that  basis  you  would 
not  have  any  extensions. 

The  Chairman.  What  limit  does  the  Wisconsin  statute  fix  on  the 
time? 

Mr.  Merrill.  There  is  none;  it  is  indeterminate. 

The  Chairbian.  I  understand  that  in  the  State  of  Wisconsin  they 
have  fixed  30  years  as  the  time  in  the  licensing  of  water-power  plants? 

Mr.  EscH.  Yes;  that  is  correct,  and  they  have  just  finished  one 
plant  developing  45,000  horsepower. 

The  Chairman.  Under  the  30-year  limit? 

Mr.  EscH.  Yes ;  under  the  new  law. 

Mr.  Merrill.  What  happens  at  the  end  of  the  30-year  period? 

Mr.  EscH.  Then  wo  have  a  provision  somewhat  similar  to  that 
contained  in  this  bill. 

The  Chairman.  You  may  proceed  with  your  statement,  Mr. 
Merrill. 

Mr.  Merrill.  Section  9  of  the  bill,  on  page  14,  simply  prescribes 
the  requirements  made  of  the  applicant  for  license.  It  provides  that 
he  shall  file  maps,  plans,  specifications,  etc.  That  is  provided  for  Ut 
the  first  subsection,  and  the  second  subsection  provides  that  he  shall 
present  satisfactory  evidence  of  com{)liance  with  the  requirements 
of  the  laws  of  the  State  or  States  within  which  the  proposed  project 
is  to  be  located,  showing  that  the  applicant  has  made  application  for 
such  rights  as  the  State  requires  him  to  get  before  he  can  do  business. 
That  would  cover  applications  for  water  rights,  for  example. 

Section  10  prescribes  the  general  conditions  which  shall  be  put  in 
all  licenses,  whether  on  public  lands  or  on  navigable  rivers.  The  first 
provision  is  that  the  project  shall  be  such  as  will  make  a  compre- 
hensive scheme  of  development  of  the  stream  or  the  section  of  the 
stream  to  which  the  license  is  to  apply.  I  think  it  is  extremely  im- 
portant that  that  should  be  carried  out  strictly  in  the  administration 
of  the  bill,  because  the  chief  concern  of  the  Government  is  to  secure 
the  most  complete  development  of  the  power  that  is  practicable  or 
possible.  Subparagraph  (&)  provides  that  the  plans  shall  not  be 
changed,  after  they  are  once  approved,  except  in  cases  of  emergency. 
I  call  attention  here  to  a  printer's  error  in  line  13.  The  comma  after 
the  words  "emergency,^'  "alteration,*'  and  "made,"  should  be 
omitted. 
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Subparagraph  (c)  is  also  very  important.  This  is  a  provision  that 
^  the  licensee  shall  maintain  the  project  works  in  a  condition  of  re- 
pair adequate  for  the  purposes  of  navigation  and  for  the  efficient 
operation  of  said  works  m  the  development  and  transmission  of 
power,  shall  make  all  necessary  renewals  and  replacements,  shall 
maintain  adequate  depreciation  reserves  for  such  purposes,"  etc. 

Mr.  Anderson.  Is  that  depreciation  reserve  referred  to  a  money 
reserve,  or  what  does  it  relate  to? 

Mr.  MERRiiiL.  It  relates  to  moneys  set  up  in  a  separate  account 
to  pay  for  renewals  and  replacements  as  the  operation  goes  on. 

Mr.  DoREMus.  Under  this  bill  who  would  determine  that  question 
of  depreciation? 

Mr.  Merrill.  The  commission  would  be  the  final  authority  imder 
the  license. 

Mr.  EscH.  Would  the  commission  be  the  final  authority  in  deter- 
mining the  adequacy  of  the  project  for  the  purposes  of  navigation? 

Mr.  Merrill.  Yes,  sir ;  I  think  so.  It  would  be  the  final  authority 
as  far  as  operations  under  this  bill  are  concerned. 

Mr.  Parker.  Is  not  that  question  of  proper  replacements  an  engi- 
neering question? 

Mr.  Merrill.  Yes,  sir. 

Mr.  Parker.  Probably  it  would  be  arranged  for  by  some  sort  of 
agreement.    Is  not  that  the  usual  way  ? 

Mr.  Merrill.  Generally  the  question  of  renewals  and  replacements 
and  the  depreciation  reserve  required  for  that  purpose  are  placed  by 
the  State  public  utility  laws  under  the  jurisdiction  of  the  State 
public  utilities  commissions.  The  utilities  commissions  require  the 
operators  under  that  law  to  set  aside  a  certain  amount  annually  in 
these  reserves  for  the  purpose  of  making  replacements  and  renewals. 

Mr.  Parker.  What  I  was  thinking  of  was  the  method  pursued  by 
private  contractors. 

Mr.^  Merrill.  In  public  contracts  between  State  public  utilities 
commissions  and  the  public  utilities  the  commissions  are  given  final 
authority. 

The  Chairman.  Under  the  present  bill,  suppose  the  Government 
improves  a  navigable  stream  lor  navigation  purposes,  and  suppose 
this  improvement  has  nothing  to  do  with  the  building  of  a  dam,  but 
water  power  results  from  the  improvement,  would  this  bill  apply 
to  the  disposition  of  that  resulting  water  power? 

Mr.  Merrill.  Yes,  sir. 

The  Chairman.  WTiat  does  it  provide  in  that  regard? 

Mr.  Merrill.  It  provides  that  the  commission  may  issue  a  license 
for  the  development  and  utilization  of  the  water  power 

The  Chairman  (interposing).  Does  it  provide  for  a  license  for  50 
years? 

Mr.  Merrill.  Yes,  sir. 

The  Chairman.  Suppose  the  dam  has  alreadv  been  built  by  the 
Government,  and  there  is  no  reason  at  all  to  offer  the  power  as  an 
inducement  for  building  the  dam? 

Mr.  Merrill.  It  would  be  just  the  same. 

The  Chairman.  Do  you  not  think  there  should  be  a  difference 
made  between  cases  where  you  are  trying  to  stimulate  the  building 
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of  a  dam  and  casea  where  the  dam  »  already  bulk  and  the  power 
ready  to  be  disposed  of? 

Mr.  Memiill*  1  thiiik  the  situation  m  a  case  like  that  should  be  met 
through  other  condttioBSL 

The  Chairman.  Some  bills  that  hare  been  belore  the  House  here- 
tofore provided  for  the  disposition  of  the  power  at  such  plaeea 
Suppose  there  is  no  dam  to  build,  ami  there  is  nothing  to  be  done  to 
create  the  water  power,  because  it  has  already  been  created  at  the 
public  expense? 

Mr.  MxBRnx.  I  believe  that  the  special  faonefit  aoeured  iwk  suoh  a 
case  should  be  taken  care  of  by  charging  higher  rentals,  because  the 
Government  is  disposing  of  its  own  property  and  the  lioenaee  is  re- 
lieved of  a  considerable  investment. 

The  Chairman.  Do  you  think  that  in  that  case  a  lease  for  dO  yesLrs 
to  a  private  eorporaticaa  or  an  irrevocable  lease  to  a  private  indi- 
vidual, should  be  made,  with  a  {>referenee  givai  to  municipali- 
ties  

Mr.  Merrill  (interposing).  I  do  not  see  any  objection  to  granting 
a  50-year  license,  when  the  Government,  as  representing  the  public, 
is  interested  in  getting  the  power  developed  and  when  the  develop- 
ment will  be  under  the  control  of  this  commission. 

The  Chairman.  In  a  case  of  that  sort  the  cenunissicnii  could  pro- 
vide for  a  readjustment  of  the  rate  to  be  charged  in  10-year  periods  I 

Mr.  Merrill.  I  think  it  should  be  done. 

The  Chairman.  You  think  that  should  be  donel 

Mr.  Merrill.  There  is  plenty  of  latitude  in  the  bill  to  do  it. 

The  Chairman.  Is  it  specifically  provided  tor  in  the  bill! 

Mr.  Merrhx.  No,  sir. 

The  Chairman.  Do  yon  think  it  should  be  left  that  wayt  I  ask 
these  questions  to  find  out  just  what  the  bill  provides,  and  I  under- 
stand you  to  say  that  it  does  not  specifically  provide  tor  that? 

Mr.  Merrill.  I  certainly  do  not  think  that  the  same  conditions 
with  respect  to  rental  charges  diould  be  made  in  a  case  where  a  large 
part  of  the  work  has  been  done  by  the  Government  and  only  a  part 
by  the  licensee. 

The  Chairbl^n.  In  a  case  like  that,  where  the  dam  has  been  built 
by  the  Grovemment  and  the  water  power  already  created,  there  might 
be  a  lot  of  investors  who  might  be  willing  to  ao  what  was  necessary 
and  release  the  property  to  the  Go^'eirnDient  at  the  end  of  10  years? 

Mr.  Merrill.  There  would  be  more  reason  in  a  case  like  that  lor 
making  the  license  for  a  shorter  p^iod  than  would  be  true  in  eases 
generally,  but  we  should  not  lose  sight  of  the  fact  that  the  construc- 
tion of  the  power  house,  tranonission  lines,  and  other  strndures  in- 
volves a  large  expense;  thai  a  considerable  pert  of  the  coat  wiH  have 
to  be  taken  up  by  bond  issues;  and  that  the  same  general  financim] 
considerations  will  be  applicable  in  this  case  as  in  all  ethers. 

The  Chajkman.  I  understood  yon  to  say  that  the  proviobn  was 
for  a  license  of  50  years  without  a  readjustment. 

Mr.  Merrill.  Without  a  readjustmeiit  of  the  charges! 

The  Chairman.  Yes. 

Mr.  Merrill.  No,  sir ;  I  did  not  intend  to  say  that  I  think  there 
is  latiinde  in  the  bill  to  raake  a  readjustment  of  the  diargea.  That  is 
my  opinion. 
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Mr.  Fvuus.  Do  joa  tkink  there  is  gueh  a  provision  iu  the  bill? 

Mr.  Merrill.  That  is  my  opinioii. 

Mr.  Fkbus.  Thai  commissiQii  could,  if  they  elected  to  do  so,  put 
a  proTision.  iu  the  imitial  contract  that  during  tlie  life  of  the  lease 
there  could  be  a  readjustment  of  the  royalties. 

Mr.  Merrill.  They  couki  only  do  it  in  the  initial  license,  and 
not  afterwards. 

Mr.  Ferris.  You  think  there  is  no  doubt  about  their  authority  to 
do  it  in  the  initial  contract  i 

Mr.  Merrill.  That  is  my  judgment. 

Mr.  Ferris.  They  could  say  the  rate  would  be  10  cents  per  horse- 
power lor  20  yeai's,  40  cents  per  horsepower  for  the  next  10  year& 
and  50  cents  per  horsepower  for  the  next  10  years  ? 

Mr.  Merrill.  I  thin^k  there  is  no  donbf  about  that  whatever. 

Mr.  Ferbis.  But,  after  tho  contract  is  once  entered  into,  you  think 
the  iegisfaition  give^  them  no  ri^ht  to  do  it  after  that? 

Mr.  Merrill.  No;  I  do  not  think  so. 

Mr.  Ferris.  Do  you  think  h  advisable  or  inadvisable? 

Mr.  Merrill.  I  think  it  is  distinctly  advisable  to  have  the  license 
unchangeable  for  the  term. 

Mr.  Fersih.  That  is  necessary  in  order  to  enable  the  licensee  or 
applicant  for  a  license  to  raise  money,  is  it  not? 

Mr.  Merrill.  Yes,  sir;  I  do  not  think  they  could  get  it  under  amy 
other  eondititoiis. 

Mr.  Ferris.  The  lender  of  money  would  shy  at  a  law  that  per- 
mitted the  Federal  Government  to  come  in  from  time  to  time  and 
adjust  the  rate;  is  not  that  true? 

Mr.  Merrill.  I  think  so,  absolutely. 

Mr.  Ferris.  Because  it  would  materially  affect  the  earning  power 
of  the  licensee. 

Mr.  Merrill.  Yes,  sir;  it  not  only  affects  the  earning  power  but 
it  makes  the  condition  so  uncertain  that  nobody  knows  what  may 
happen. 

Mr.  Ferris.  So  you  think  we  ought  to  make  one  bite  at  the  cherry 
and  put  in  the  initial  contract  the  exact  thing  that  is  going  to  be 
done  from  that  time  until  the  end? 

Mr.  Merrill.  Yea.  But  it  can  be  done  in  two  different  ways.  We 
could  put  in  a  specific  rate  as  10  cents,  80  cents,  40  cents,  or  some- 
thing ufce  that — a  rate  in  dollars  and  cents — or  it  could  be  put  in 
in  such  a  form  that  it  might  represent  a  proportion  of  surplus  earn- 
ing, for  example. 

Mr.  Fraoas.  But  once  ib,  always  in? 

Mr.  Merbtt.l.  Yes. 

Mr.  Ferris.  That  being  true,  it  makes  it  necessary  to  tighten  up 
considaFably  on  your  recapture  clause,  does  it  not  ? 

Mr.  Merrill,  x  es. 

Mr.  FsRRis.  And  makes  you  look  at  it  with  more  scrutiny  than 
you  would  if  the  licensing  power  had  the  right  to  adjudicate  the 
myulty  or  rental  to  be  paid  f 

Mr.  Merrill.  Yes ;  I  think  that  is  true 

Mr.  McLaughlut.  Is  your  royalty  of  10  cents  per  horsepower,  if 
that  is  the  amount  fixed  to  be  paid,  based  on  the  total  capacity  of  the 
plant  or  the  amount  of  current  actually  dold  and  used  ! 
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Mr.  MERRiLii.  Under  the  language  as  used  here  it  might  be  either. 

Mr.  McLaughlin.  Which  should  it  be? 

Mr.  Mebbill.  I  personally  prefer  the  method  we  are  employing  in 
the  department  of  computing  the  charge  on  the  capacity  of  the  site. 

Mr.  McLaughlin.  The  fuU  capacity? 

Mr.  Merrill.  Yes ;  the  capacity  of  the  site. 

Mr.  EscH.  Is  that  because  you  want  to  encourage  full  develop- 
ment? 

Mr.  Merrill.  Yes;  in  so  far  as  the  rental  charge  as  anjrthin^  to 
do  with  it,  but  I  think  it  has,  in  fact,  very  little  influence.  TaEe  a 
site  that  we  compute  as  a  10,000-horsepower  capacity  site;  we  base 
our  rental  charges  on  10,000  horsepower.  If  the  licensee  goes  in 
there  and  puts  in  20,000  horsepower  in  equipment  and  uses  the  full 
equipment  during  the  high-water  season  and  gets  additional  power, 
he  pays  no  extra  charge  for  the  additional  power.  So  far  as  a  rental 
charge  has  anything  at  all  to  do  with  it,  it  would  induce  a  licensee  to 
develop  in  excess  of  the  10,000  horsepower. 

Mr.  Ferris.  In  so  far  as  it  is  under  intrastate  control  this  legisla- 
tion, if  enacted,  does  not  divest  the  State  commission  of  any  of  its 
power  to  fix  rates? 

Mr.  Merrill.  Does  not  divest  the  State  commission  of  any  power? 

Mr.  Ferris.  Yes. 

Mr.  Merrill.  No. 

Mr.  Ferris.  And  so  far  as  interstate  business  is  concerned  the 
power  of  the  board  to  fix  the  rate  is  absolute,  you  think  ? 

Mr.  Merrill.  The  intention  of  the  draft  was  this:  That  in  so  far 
as  the  local  authorities  have  the  power,  and  exercise  it,  over  rates 
and  service,  the  Federal  commission  should  leave  it  alone. 

Mr.  Ferris.  That  is  true,  of  course,  only  within  the  State. 

Mr.  Merrill.  Whether  the  plants  which  were  regulated  were  en- 
tirely within  the  State  or  whether  the  lines  crossed  the  State  bound- 
aries. 

Mr.  Ferris.  Then  the  local  authorities  would  lose  jurisdiction? 

Mr.  Merrill.  I  doubt  whether  they  would. 

Mr.  Ferris.  Let  us  see  about  that. 

Mr.  Merrill.  Here  is  the  State  of  California  and  here  is  the  Stat« 
of  Nevada  [indicating  on  map].  Here  are  lines  from  a  company 
which  has  plants  in  the  State  of  California  and  which  transmits  and 
delivers  power  into  the  State  of  Nevada,  so  that  the  lines  cross  the 
State  boundaries. 

Mr.  Ferris.  You  do  not  think  the  State  commission  could  control 
rates  in  an  instance  such  as  you  cite,  and  if  so,  which  commission 
would  control,  the  commission  in  the  State  of  California  or  the  com- 
mission in  the  State  of  Nevada? 

Mr.  Merrill.  They  both  control ;  the  State  of  California  fixes  the 
rates  for  the  service  rendered  in  the  State  of  California,  and  the 
commission  in  Nevada  fixes  the  rate  for  the  service  rendered  in  Ne- 
vada.   They  are  both  doing  it  now. 

Mr.  Ferris.  Has  any  court  passed  upon  their  ability  to  fix  rates 
on  business  initiated  between  States? 

Mr.  Merrill.  I  can  not  say  w  hether  they  have  or  not,  but  the  fact 
is  that  they  are  doing  it.    The  same  situation  obtains  in  the  upper 

gart  of  the  State,  where  transmission  lines  cross  the  Califomia- 
iregon  boundary. 
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Mr.  Ferkis.  You  know  the  rule  as  to  railroads  is  entirely  different 
and  that  point  has  been  litigated  many  times.  The  moment  a  rail- 
road crosses  a  State  line  the  jurisdiction  of  the  local  rate-fixing  body 
ceases,  and  they  proceed  to  fall  under  the  jurisdiction  of  the  Inter- 
state Commerce  Commission. 

Mr.  Merrill.  I  understand  that,  but  I  do  not  think  the  situation  is 
parallel  at  all  between  interstate  railroad  traffic  and  this  interstate 
transmission  where  the  line  simply  runs  across  the  State  boundary. 

Mr.  Ferris.  But  they  are  public  utilities,  the  one  carrying  current 
and  the  other  carrying  everything  else. 

Mr.  Merrill.  What  the  railroad  sells  is  transportation  from  this 
point  out  of  the  State  to  this  point  in  the  State  [indicating  on  map], 
while  what  the  public  utility  electric  company  sells  is  service  here 
and  a  service  there  [indicating]. 

Mr.  Ferris.  Is  not  current  a  commodity  which  is  carried  over  the 
line,  whether  it  is  run  on  a  rail  or  on  a  wire? 

Mr.  Merrill.  I  am  afraid  not. 

Mr.  Escii.  The  Interstate  Commerce  Commission  has  jurisdiction 
over  telegraph  and  telephone  lines,  which  trasmit  communications 
by  current  through  the  use  of  wires,  and  I  can  not  see  why  this  is  not 
the  same? 

Mr.  MerrilXj.  I  doubt  whether  it  would  be  of  value  to  the  com- 
mittee to  discuss  this  further,  but  let  me  simply  say  this,  that  I  know 
as  a  fact  that  the  thing  is  being  done  now. 

Mr.  Ferris.  I  thought  that  under  the  bill  wherever  the  local 
authorities'  power  ceased  the  power  of  this  commission  would  set  in. 

Mr.  Merrxija.  Yes.  Assumm^  that  this  is  interstate  commerce  in 
its  clearest  sense,  the  bill  would  not  interfere  so  long  as  the  Nevada 
commission  was  regulating  everything  in  its  State  and  the  California 
commission  regulating  everything  in  its  State,  unless  there  arose  a 
quarrel  between  the  two. 

Mr.  Ferris.  Sooner  or  later  that  will  probably  come,  but  as  I 
understand  it  has  not  come  yet. 

Mr.  Merrill.  Not  so  far  as  I  know,  and  I  know  that  both  commis- 
sions are  exercising  powers  in  their  respective  States. 

Mr.  Ferris.  TUev  could  do  that  indefinitelv  if  nobody  objected 
to  it? 

Mr.  Merrill.  Yes. 

Mr.  Ferris.  But  the  water  power  company  could  object  to  the  juris- 
diction of  the  local  commission  and  appeal  to  the  higher  body  and 
have  its  rate  adjusted  on  the  interstate  business? 

Mr.  Merrill.  We  will  assume  it  could,  anyway ;  but  what  the  bill 
intends  is  this:  That  in  cases  of  interstate  transmission,  so  long  as 
the  regulation  is  being  exeicised  by  the  States  concerned  and  there 
is  no  question  of  a  quarrel  or  disagreement  and  the  matter  is  not 
brought  before  the  Federal  commission,  that  the  Federal  commission 
will  simply  keep  hands  off. 

Mr.  Ferris.  Would  not  any  consumer  of  that  current  have  an  in- 
terest sufficient  to  himself  make  the  application? 

Mr.  Merrill.  He  might. 

Mi.  Ferris.  Which  would  amount  to  an  objection  to  the  local  rate- 
fixing  authority  and  b/^oppo6«d  to  their  jurisdiction? 

Mr.  Merrill.  Possibly. 
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Mr.  Parker.  You  mean  to  say  that  the  power  compam'  not  only 
transports  power  over  there,  but  sells  it  to  the  consumers? 

Mr.  Merrill.  That  is  it  exactly.  What  a  man  down  here  in  Los 
Angeles  pays  for  is  not  the  fact  that  power  is  brought  from  the 
plant  here  to  here  ("indicating  on  map],  l3ut  that  he  is  getting  a  cer- 
tain amount  of  power  in  that  particular  locality. 

Mr.  Parker.  And  he  buys  the  power  after  it  is  transported  ? 

Mr.  Merrill.  Yes,  sir. 

Mr.  Parker.  And  the  transporting  company  owns  the  stuff  that  it 
transports  and  sells  in  that  State? 

Mr.  Merrill.  Yes. 

Mr.  Escii.  How  do  you  differentiate  them  from  pipe  lines,  because 
pipe  lines  are  under  the  Interstate  Commerce  Commission  and  they 
transport  their  own  product  in  interstate  commerce? 

Mr.  Parker.  But  that  does  not  apply  to  the  sales,  does  it? 

Mr.  Escii.  Oh,  yes. 

Mr.  Lever.  Of  course,  my  understanding  of  the  idea  of  the  bill  is 
that  it  is  not  intrastate  whollv. 

Mr.  Merrill.  That  is  right. 

Mr.  Lever.  Take  the  illustration  you  gave.  Here  is  a  plant  in 
California  and  selling  its  pnuluct  in  Nevada  and  California.  The 
California  commission  may  be  entirely  efficient  and  taking  care  of 
the  public,  but  suppose  the  Nevada  commission  is  not.  What  remedy, 
through  the  Federal  commission,  has  the  user  of  this  power  in 
Nevada,  if  any? 

Mr,  Merrill.  Whatever  lie  would  have  would  come  under  section 
20,  on  page  26,  which  reads,  "That  when  said  power  or  any  part 
thereof  shall  enter  into  interstate  or  foreign  commerce  the  rates 
charged  and  the  service  rendered  by  any  such  licensee" — but  there 
is  no  need  of  reading  until  you  ^oi  down  to  the  jurisdiction,  which  is, 
'^and  whenever  the  States  directly  concerned  have  not  the  authority 
individually  to  take  action  or  are  unable  to  agree  through  their  prop- 
erly constituted  authorities  on  the  service  to  be  rendered  or  on  the 
rates  of  payment  therefor,  or  on  the  amount  or  character  of  securities 
to  be  issued,  jurisdiction  is  hereby  conferred  upon  the  commission, 
upon  complaint  of  any  person  aggrieved,  upon  the  request  of  any 
State  concerned,  or  upon  its  own  initiative  to  enforce  the  provisions 
of  this  section,  to  regulate  and  control  so  much  of  the  services  ren- 
dered and  of  the  rates  of  payment  therefor,  as  constitute  interstate 
or  foreign  commerce  and  to  regulate  the  issuance  of  securities  by 
the  licensee." 

Mr.  Candler.  And  it  required  a  law  to  put  them  under  the  Inter- 
state Commerce  Commission. 

Mr.  EscH.  The  Shields  bill  gives  to  the  Interstate  Commerce  Com- 
mission jurisdiction  over  the  current  transported  in  interstate  com- 
merce? 

Mr.  Merrill.  We  have  given  the  jurisdiction  here  regardless  of 
whether  it  is  one  thing  or  the  other ;  it  is  either  under  one  authority 
or  the  other. 

Mr.  Candler.  Under  your  bill  you  leave  it  in  the  hands  of  the 
local  authorities  unless  a  dispute  arises,  and  when  a  dispute  does 
arise  this  commission  acts  as  an  arbitrater  between  tliemf 
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Mr.  Merrill.  Yes;  on  the  theon-  that  these  are  matters  of  local 
concern  and  should  be  handled  by  the  locality  when  the  locality  will 
and  can  do  it. 

Mr.  Lever.  Suppose  a  State  commission  should  be  corrupt  and 
ineflScient  and  not  protecting;  the  public?  Did  you  say  a  moment 
ago,  in  answer  to  Mr.  Ferrus'  question,  that  any  individual  could 
make  application  to  the  Federal  co!nIni^^sion  for  an  adjustment  of 
rates? 

Mr.  Merrill.  When  it  is  interstate  traflic,  but  net  if  it  is  entirely 
intrastate. 

Mr.  Lever.  I  see  you  limit  that  to  certain  things? 

Mr.  Merrill.  Yes. 

Mr.  Le\t:r.  Among  which  is  the  proposition  of  the  effectual  control 
of  the  rates  in  the  interest  of  the  public? 

Mr.  Merrill.  Yes.  It  is  assumed  that  if  the  States  have  provided 
themselves  with  full  authority  to  act  that  then  the  Federal  com- 
mis-iion  shall  not  interfere. 

Mr.  Lever.  Shall  not  interfere  even  though  they  do  not  act. 

Mr.  Merrill.  Even  though  they  do  not  act,  provided  they  have 
potver  to  act,  and  have  established  a  commission  or  other  similar 
authority  for  such  purpose. 

Mr.  Lever.  It  seems  to  me  you  are  leaving  a  very  wide  loophole  for 
inefficient  State  administration. 

Mr.  Merrill.  I  think  the  best  way  to  get  good  administrtion  under 
such  circumstances  is  not  by  putting  it  on  from  the  outside,  but 
by  letting  the  people  in  the  State  suffer  the  effect  of  bad  adminis- 
tration until  they  are  sufficiently  aroused  to  exercise  their  un- 
doubted power  to  get  good  administration.  The  States  have  authority 
to  act — an  authority  which  can  not  be  taken  away  from  them — and 
they  mav  regulate  these  affairs  within  their  own  jurisdiction  at  any 
or  at  all  times.  The  bill  provides,  however,  that  in  any  State 
which  has  not  established  by  law  the  necessary  administration  ma- 
chinery, the  Federal  commission  has  jurisdiction  until  such  ma- 
chinery is  set  up. 

Mr.  Anderson.  I  have  some  doubt  whether  the  language  contained 
in  section  19  carries  the  interpretation  that  has  been  placed  upon  it, 
**  That  every  licensee  hereunder  which  is  a  public-service  corporation, 
or  a  person,  association,  or  corporation  owning  or  operating  any 
project  in  developing,  transmitting,  or  distributing  power  for  sale 
wholly  within  any  State,  shall  abide  by  such  reasonable  regulations 
of  the  services  to  be  rendered  to  customers  or  consumers  of  power,  and 
of  rates  of  payment  therefor,  as  may  from  time  to  time  be  pre- 
scribed by  any  duly  constituted  agency  of  the  State  in  which  the 
service  is  rendered  or  the  rate  charged."  It  seems  to  me  that  that 
language  would  limit  the  reflation  by  the  State  authority  to  a 
corporation  or  a  persoin  owning  or  operating  any  project  or  plant 
which  did  not  sell  and  distribute  power  outside  of  the  State  in  which 
the  corporation  was  located. 

Mr.  Merrill.  You  think  it  might  limit  the  power  of  the  State  au- 
thorities? 

Mr.  Anderson.  Yes.  It  seems  to  me  that  that  language  absolutely 
limits  the  power  of  the  State  authorities  in  the  regulation  of  the 
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service  of  a  corporation  which  does  not  sell  power  outside  of  the  State 
in  which  the  corporation  is  located. 

Mr.  Merrill.  1  do  not  think  you  can  do  that  by  Federal  legis- 
lation. 

Mr.  Anderson.  Well,  I  am  talking  to  you  about  State  regulation; 
I  am  not 

Mr.  Merrill  (interposing).  I  do  not  think  you  can,  by  Federal 
legislation,  prevent  a  State  from  regulating  its  own  business. 

Mr.  Anderson.  I  did  not  make  any  such  statement.  As  I  under- 
stood you  the  State  authorities  could  regulate,  and  ought  to  be  per- 
mitted to  regulate,  the  portion  of  the  business  done  by  any  cor- 
poration within  that  State  regardless  of  whether  it  sold  outside  the 
State  or  not. 

Mr.  Merrill.  Yes. 

Mr.  Anderson.  Under  this  language  it  seems  to  me  that  the  State 
is  limited  in  the  exercise  of  its  authority  to  a  corporation  which  does 
not  sell  any  power  outside  the  State  in  which  it  is  located.    • 

Mr.  Merrill.  Well,  section  19  was  intended  to  cover  intrastate 
business  and  section  20  interstate  business. 

Mr.  Anderson.  I  have  not  any  doubt  what  it  was  intended  to  do, 
but  the  point  is  what  it  does  do. 

Mr.  Merrilu  Section  19,  as  far  as  we  can  under  this  l^islation 
put  restrictions  around  a  licensee  engaged  in  intrastate  business, 
provides  that  he  must  abide  by  the  ruungs  of  the  local  authority  in 
conducting  his  intrastate  business. 

Mr.  Anderson.  I  do  not  think  that  is  what  you  say  here. 

Mr.  Merrill.  I  think  so.  It  says  that  in  such  circumstances, 
where  the  business  is  wholly  within  the  State,  the  licensee  ^^^all 
abide  by  such  reasonable  regulation  of  the  services  to  be  rendered 
to  customers  or  consumers  of  power,  and  of  rates  of  payment  there- 
for,  as  may  from  time  to  time  be  prescribed  by  any  auly  constituted 
agency  of  the  State  in  which  the  service  is  rendered  or  the  rate 
charged." 

Mr.  Anderson.  Suppose  the  business  is  not  wholly  intrastate? 

Mr.  Merrill.  If  his  business  crosses  the  State  boundaries,  then  he 
comes  under  the  provisions  of  section  20. 

Mr.  Anderson.  I  do  not  get  that  at  all. 

Mr.  Merrill.  I  will  examine  tjie  two  sections  further,  but  that  is 
the  way  it  looks  to  me  now. 

Mr.  McI^\ughlin.  May  I  ask  this  question  about  the  charge  to  be 
made  by  the  Govermnent  per  horsepower?  These  water-power  de- 
velopinents  will  be  made,  some  of  them,  on  navigable  streams,  and 
some  of  them  on  public  lands  entirely.  In  case  the  development  is 
on  navigable  streams,  in  all  probability  the  land  will  be  owned  by 
the  corporation  and  the  rights  of  flowage  must  be  acquired  by  the 
corporation,  and  the  Government  owns  nothing.  If  the  development 
IS  on  public  land  the  location  of  the  dams*,  the  locati(m  ol  the  reser- 
voirs, the  land  overflowed,  and  all  that  will  belong  to  the  Federal 
Government,  and  yet  the  charge  per  horsepower  is  to  be  the  same. 
Now,  there  is  a  good  deal  of  ob]ection  on  the  part  of  people  through- 
out the  country  to  the  Government  charging  for  the  use  of  povrer  on 
navigable  rtreams,  where  the  entire  expense  is  borne  by  the  com- 
pany developing  the  property  and  carrying  on  the  business. 
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Mr.  Merrill..  As  far  as  the  legislation  here  is  concerned,  the  only 
charge  named  is  a  minimum  one. 

Mr.  McLafohltn.  On  what  theory  does  the  Government  charge 
f of  the  property  Where  all  the  propertj^  belongs  to  the  company  and 
the  Government  owns  nothing  whatever? 

Mr.  Merrill.  On  the  navigable  streams  the  Government  grants  a 
franchise  right ;  and  on  the  public  lands  it  grants  in  addition  the  use 
of  its  own  property. 

Mr.  Escn.  Your  idea  is  that  wherever  the  Government  makes  a 
grant  it  can  put  such  a  limitation  on  it  as  it  sees  fit. 

Mr.  Merrill.  This  is  my  position  in  regard  to  rental  charges:  I 
do  not  believe  in  the  collection  of  rental  charges  primarily  for  reve- 
nue purposes.  1  do  not  think  it  is  the  best  way  to  obtain  revenue, 
particularly  since  such  a  method  would  impose  taxation  upon  those 
power  users  only  who  happened  to  obtain  power  from  a  project 
under  license.  AH  other  power  users  would  be  free  from  the 
charge  or  tax.  In  my  judgment  there  are  only  two  reasons  why 
rental  charges  should  be  collected  for  a  license  for  power  develop- 
ment on  either  a  navigable  stream  or  on  the  public  lands.  One 
reason  is  to  collect  an  amount  sufficient,  at  least,  to  pay  the  cost  di- 
^ect  and  indirect  of  administration  of  water  powers  under  the  act, 
and  a  fair  proportion  of  the  cost  of  administration  and  protection 
of  the  public  lands  and  of  the  national  forests. 

Mr.  McLAtJOHLiN.  That  is  the  only  idea  in  levying  this  charge. 

Mr.  Merrill.  Under  certain  circumstances  it  may  be  necessary^  to 
go  beyond  the  administrative  charge  as  the  only  means  of  getting 
back  to  the  public  excess  earnings  that  can  not  be  reached  in  any 
other  way.  Those  are  the  only  two  reasons  on  which  I  would  fix  a 
general  rental  charge. 

Mr.  Tatlor.  This  bill  is  drafted  on  the  broad  governmental  de- 
velopment theory  that  it  is  for  the  welfare  of  our  country  to  de- 
vfelop  this  power,  to  give  employment  to  money  and  people  and  de- 
velop btir  country  rather  than  a  system  of  the  peculation  of  fees 
otit  of  anybody. 

Mr.  Merrill.  You  are  quite  right.  As  far  as  my  opinion  goes, 
it  ts  just  this:  That  0X(:*ept  under  the  unusual  circumstances  wTiere 
It  is  the  only  way  of  requiring  excess  earnings  to  be  divided  up — 
excess  earnings  which  can  not  be  reached  in  any  other  way — we 
will  simply  nk  a  rental  charee  that  will  adequately  meet  the  cost 
of  administration,  such  as  1  h^ve  already  named,  and  let  the  rest 
go  back  to  the  public  through  reduced  rate  for  the  service. 

Mr.  Taylor.  So  that  the  publie  will  get  the  benefit  in  rate  regu- 
lation of  whatever  the  Governnient  might  otherwise  collect  as  fees? 

Mr.  MftRftlLL,  Yes,  felr. 

Mr.  TayLoS.  And  put  into  the  Federal  Treasury  ? 

Mr.  MERrtti.L.  t  Would  start  with  a  nominal  franchise  charge  as  a 
basis.  This  wonld  be  applicable  to  navigable  rivers  where  no  Gov- 
ernment property  is  Involved.  I  woum  increase  this  somewhat, 
where  Government  property,  such  as  the  public  lands  or  national 
forests  is  also  involved,  and  1  would  increase  it  somewhat  further 
when  Governnient  property,  such  as  navigation  dams,  upon  which 
Government  moneys  nave  been  expended^  are  being  used  by  a 
licensee.     I  ^ould  not  collect  charges  in  any  event  primarily  for 
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general  revenue  purposes,  nor  would  I  fix  charges  above  the  amount 
reasonably  necessary  to  reimburse  the  Government  for  those  costs  of 
administration  which  I  have  already  named,  which  would  have  tht* 
effect  either  of  increasing  rates  to  consumers  or  of  preventing  a 
licensee  from  earning  a  fair  return  upon  his  investment. 

Mr.  Hamilton.  Tne  theory  on  which  you  make  a  nominal  charge 
on  a  navigable  stream  is  that  such  a  navigable  stream  is  Government 
property,  is  that  it  ? 

Mr.  Merkill.  Xot  that  it  is  (Irovernmcnt  i)ropcrty  in  the  sense  that 
the  Government  owns  either  the  land  or  the  water^  but  that  only 
the  United  States  through  its  power  to  control  navigation  has  the 
authority  to  permit  the  erection  of  structures  in  such  a  stream.  The 
grant  of  this  permission  is  a  franchise  and  the  Government  has  the 
authority  to  collect  a  franchise  charge. 

Mr.  Hamilton;  And  that  the  Government's  right  to  make  a  charge 
is  based  upon  the  navigability  of  the  stream  ? 

Mr.  Merrill.  On  account  of  the  part  that  navigation  is  involved 
the  Government  has  the  sole  right  to  say  whether  anybody  can 
use  that  stream  or  not. 

Mr.  Hamilton.  It  would  be  very  easy  to  imagine  this  sort  of  a 
case:  Here  is  a  stream  which  the  War  Department  has  held  to  be 
navigable  for  many  years,  but,  as  a  matter  of  fact,  nothing  bigger 
than  a  canoe  could  navigate  the  stream.  The  Government  in  that 
case  has  no  navigable  water  at  all,  and  yet  it  charges  upon  the  theory 
of  navigability. 

Mr.  Merrill.  When  there  are  no  public  lands  or  other  property  of 
the  United  States,  the  United  States  has  no  authority  to  grant  a 
license,  except  on  the  ground  that  the  stream  is  navigable  or  may  be 
navigable. 

Mr.  HAMiL'roN.  Many  streams  are  considered  as  navigable  which 
you  know,  as  a  matter  of  fact,  are  not  navigable  at  all. 

Mr.  Merrhx.  Yes;  and  the  question  of  whether  a  stream  is  navi- 
gable or  not  is  not  only  a  question  of  fact,  but  also  of  whether  Con- 
gress has  said  it  is  navigable,  either  by  express  declaration  or  by 
making  appropriation  for  its  improvement. 

Mr.  McLaughlin.  I  never  understood  that  the  Government  had 
any  interest  in  the  water  but  could  control  navigation  on  that  stream, 
and  if  navigation  is  not  interfered  with  and  if  the  locks,  and  so  on, 
are  constructed  properly,  why  should  the  Government  charge  for  the 
use  of  that  water  in  making  power,  except  to  get  money  enough  to 
pay  the  expenses  of  supervision  ? 

Mr.  Merrill.  That  is  what  I  say  it  should  be  limited  to. 

Mr.  McLaughlin.  No;  you  say  you  would  go  further  and  levy  a 
royalty  there  so  as  to  reduce  the  earning  power  of  the  company  ? 

Mr.  Merrill.  Only  in  special  cases  where  there  were  extortionate 
earnings  and  they  could  not  be  reached  in  any  other  way. 

Mr.  McLaughlin.  It  is  none  of  the  Government's  business  if  a 
company's  earnings  happen  to  be  very  profitable. 

Mr.  Merrill.  Possibly  not. 

Mr.  McLaughlin.  They  can  be  reduced  by  a  revision  of  the  rates. 

Mr.  Merrill.  If  they  can  be  reached  in  that  way,  it  is  far  better 
to  do  so,  but  in  my  judgment,  when  the  rates  are  really  extortionate 
and  can  not  be  reached  m  any  other  way,  they  had  better  be  reduced 
through  rental  charges  than  left  alone. 
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Mr.  McLaughlin.  If  the  rates  are  extortionate,  you  have  a  per- 
fect right  to  reduce  the  rates  just  as  low  as  to  take  them  out  of  the 
extortionate  class. 

Mr.^  MfiieRiLL.  But  outside  of  that  I  personally  see  no  reason  for 
collecting  rental  charges  beyond  the  point  necessary  to  cover  reason- 
able costs  of  administration. 

Mr.  Hamilton.  I  want  to  ask  you  a  question  right  at  that  point. 
Here,  we  will  say,  is  a  navigable  stream,  or  a  stream  that  is  theo- 
retically navigable;  a  dam  has  been  constructed  across  that  stream, 
but  it  has  not  been  navigable  for  many  years;  we  will  assume  that 
some  of  the  dams  were  constructed  before  it  was  necessary  to  get 
the  consent  of  Congress  for  the  construction  of  dams,  and  I  assume 
that  those  dams,  so  constructed,  would  not  be  disturbed. 

Mr.  Merrill.  I  presume  not,  unless  the  owners  of  the  dams  should 
voluntarily  come  in  and  ask  for  licenses. 

Mr.  Hamilton.  This  bill  does  not  affect  them? 

Mr.  Merrill.  I  think  not. 

Mr.  Saker.  Would  you  figure  the  rate  to  be  paid  by  people  under 
this  bill  in  proportion  to  the  amount  of  land  that  is  taKcn  from  the 
Government  as  compared  with  the  entire  amount  of  land  or  property 
involved  in  the  power  project  that  is  taken  by  the  individuals  or 
associations  engaged  in  the  development? 

Mr.  Merrill.  It  has  not  been  so  expressly  stated  in  the  proposed 
bill. 

Mr.  Baker.  What  have  you  to  say  about  that?  Should  there  be 
anv  distinction  made? 

Mr.  Merrill.  In  my  judgment,  yes.  That  is  what  we  have  been 
doing  in  the  Department  of  Agriculture. 

Mr.  Saker.  If  it  is  not  in  the  bill,  it  ought  to  be  so  arranged  that 
it  could  be  done  by  the  commission. 

Mr.  Merrill.  My  personal  judgment  is  that  matters  of  detail  of 
that  nature,  which  involve  adjustments  between  the  different  situa- 
tions that  may  arise,  had  better  be  left  to  be  worked  out  by  the  com- 
mission. In  my  judgment,  it  can  be  done  under  the  provisions  of 
the  proDosed  bill. 

Mr.  Raker.  Have  you  any  authority  to  say  that,  in  a  case  where 
they  would  use  a  very  small  portion  of  Government  land  in  connec- 
tion with  property  worth  eight  or  ten  million  dollars,  such  a  develop- 
ment should  not  come  under  these  regulations — that  is,  when  the 
amount  of  Government  property  involved  is  an  infinitesimal  per- 
centage of  the  total  property? 

Mr.  Merrill.  I  have  tnought  that  over;  yes,  sir. 

Mr.  Raker.  Would  you  make  any  distinction  in  a  case  of  that 

kind? 

Mr.  Merrill.  No,  sir;  I  see  no  good  reason  for  doing  so.  Any 
argument  along  that  line,  that  special  consideration  should  be  given 
in  cases  of  that  sort,  proceeds  on  the  assumption  that  the  general 
provisions- of  the  bill  are  unworkable,  and  that  the  more  land  the 
applicant  owns  himself  the  more  unworkable  the  legislation  is.  If 
the  legislation  is  of  such  a  nature  that  operations  can  take  place  under 
it  when  the  Government  owns  100  per  cent  of  the  land  it  ought  to  be 
satisfactory  in  its  operations  in  cases  where  the  Government  owns 
only  5  per  cent  of  the  land. 


Mr.  RAfiLER.  Or  1  per  cent.  Sav,  for  instance,  the  tunnel  convey- 
ing water  crosses  Government  land,  for  a  distance  of  100  feet  ? 

Mr.  Merrill.  There  will  be  cases  of  that  sort. 

Mr.  Rak£H.  Do  you  think  that  an  association  or  individual  desir- 
ing to  spend  a  large  amount  of  money  in  a  case  like  that  should  come 
under  tne  same  rules  and  regulations  that  would  apply  in  *  case 
where  the  Government  owns  90  per  cent  of  the  property? 

Mr.  Merrill.  I  think*  there  will  be  conditions  of  this  nature  that 
ought  to  be  met:  For  instance,  there  will  be  applications  for  the 
licensing  of  transmission  lines  across  public  lands,  and  the  commis- 
sion should  have  the  authority  to  grant  a  license  lor  any  particular 
piece  of  transmission  line  independentlj^  of  the  rest  of  the  propetty. 
In  that  case  many  of  tiie  genera!  conditions  of  the  bill  would  not  be 
applicable.  There  will  be  cases  where,  possibly,  a  small  tieservoir 
may  be  applied  for  to  be  used  in  connection  with  something  already 
built,  or  a  little  conduit  line,  pipe  line,  ot*  canal  to  brin^  water  from 
a  neighboring  stream  over  to  tne  main  stream.  I  believe  that  the 
commission  sliould  be  given  authority  in  such  instances  to  grant, 
in  its  discretion,  licenses  for  such  paits  of  the  project  independently 
of  the  project  as  a  whole,  and  to  waive,  under  such  circumstances, 
such  conditions  of  the  bill  as  are  not  applicable.  I  think  that  the 
same  consideration  should  apply  to  small  plants  of  50  horsepower 
and  under.  I  think  we  would  only  be  making  trouble  for  oui-selves 
if  we  should  apply  all  the  provisions  of  the  biu  to  those  small  plants. 

Mr.  Raker.  Suppose  the  main  pipe  line  should  cross  Qoremment 
land  for  a  distance  of  1,000  feet,  or  a  tunnel  should  cross  Gk)vem- 
ment  land  for  a  distance  of  1,000  feet,  and  the  plant  had  tio  other 
connection  with  Govermnent  land — ^in  such  a  case  what  is  yout  vi&^ 
as  to  whether  or  not^ 

Mr.  Merrill  (interposing).  Where  it  is  entirely  new  powfer  dtft- 
velopment — something  in  the  future? 

Mr.  Raker.  Yes,  sir. 

Mr.  Merrill.  The  general  conditions  should  apply.  I  see  no  ttA- 
son  why  they  should  not. 

Mr.  Raker.  You  would  make  no  distinction  as  to  the  amount  of 
Govermnent  land  involved  or  occupied  in  determining  the  question 
of  whether  or  not  the  project  should  come  utider  the  termd  of  thb 
bill? 

Mr.  Merrill.  I  do  not  believe  that  all  the  provisions  of  the  bill, 
such  as  recapture,  for  fexamt)le,  should  be  made  retroactive  over  op- 
erating plants  already  in  existence,  atid  Which  otherwise  would  hdt 
be  affected  by  this  legislation,  simply  because  a  minor  eittensioh  is 
desired  and  can  be  secured  only  by  applying  under  the  provisions  of 
this  bill.  Authority  should  be  given  to  the  commission  to  treat  sttfeh 
cases  on  their  merits ;  but  what  you  have  in  tnind  is  Aft  entirely  fiew 
development.  We  will  say  that  it  usto  only  a  femall  portion  of  th^ 
public  lands,  but  if  the  conditions  which  ate  fixed  in  the  bill  af^ 
satisfactory  from  the  financial  and  operating  standpoint  when  thh 
plant  is  entirely  on  Government  land,  why  afe  they  anv  lees  eatid- 
factory  when  only  5  per  cent  or  Q  per  oent  of  the  development  06^ 
cupies  Government  land? 

Mr.  Raker.  Suppose  a  tunnd  in  eonneeiidn  with  th^  watef^^^MT 
development  crosses  Government  land  for  a  dfallltftQe  t>f  600  fwt  flit 


1,000  feet;  u|>on  what  theory  would  yoii  bring  the  entire  project 
undef  the  provisibtid  of  this  bill! 

Mr.  MfcRRiLL.  Of  Course,  the  theory  is,  and  the  practical  fact  as 
well,  that  regardless  of  the  amdtint  or  land  involvea,  the  use  of  this 

f^articulat  piece  of  Government  property  can  be  secured  only  with 
he  consent  of  the  United  States  and  under  such  conditions  as  Con- 
gress directly  or  through  some  agency  which  it  creates  may  present, 
without  distmction  as  to  whether  or  not  the  amount  of  Government 
'and  involved  is  one  per  cent  or  any  other  per  cent. 

Mt.  Hakek.  If  they  used  one  foot  of  Gt)vernment  land  in  connec- 
tion with  the  development,  that  would  give  you  the  chance  to  make 
them  come  in  and  take  a  license,  and  whenever  you  have  a  chance  to 
make  theM  take  a  license  under  this  bill,  you  think  you  should  make 
them  do  it,  so  as  to  bring  them  under  your  regulations  and  Secure 
thfe  b^  possible  J^stiltS  for  the  Government  and  the  consumers  gen- 
erally? 

Mr.  Merrill.  That  is  true  when  dealing  with  new  developments. 

Mh  ^TATtdfe.  ThAt  only  applies  where  it  is  a  part  of  the  main 
J>r()}e<f ;  but  if  it  is  sirtiply  a  branch  that  rufts  otf  to  some  house  and 
is  not  a  part  of  thfe  main  project 

Mr.  Merrill  (interposing).  I  think  that  should  be  handled  inde- 
p^ndeiit)y. 

Ml*.  tAtUdftt.  B^aiAMsk  a  project  is  established  on  a  nonnavigable 
stream  that  runs  entirely  through  private  land,  and  where  there  ate 
no  Government  lands  involved  in  the  project  at  all,  you  would  not 
be  in  favor  of  the  proposition  of  the  Government  arbitrarily  declar- 
ing thfe  Stream  to  be  a  navigable  stream  for  the  putposfe  of  regulating 
the  water-power  project? 

Mr*  MEfeRiLL.  No,  sir, 

Mr.  Ferris,  ts  there  anybody  able  to  tfell  Whfere  the  navigability 
bt  a  Stream  begin*  or  wh^re  its  nonnavigability  ends  ? 

Mr.  MEitftiLL.  Ko,  sir. 

Mr.  Ftfthts.  Has  any  court  evter  sought  to  do  that? 

Mr.  M«;ttl{ilti.  Not  sO  far  M  I  know. 

Mt".  Feuri^.  Thfe  real  truth  of  it  lb  that  they  have  almofet  held 
that  evfery  little  mountain  rivulet  is  a  navigable  stream. 

Mr.  Merrill.  They  have  said  that  the  power  of  Congress  extends 
not  ohly  over  streams  that  ht^  navigable  in  fact,  or  streams  which 
may  become  tiavigabfe,  but  that  it  tetfend^  over  streams  the  titiliia- 
lion  of  which  may  afffect  thfe  navigable  capacity  of  other  streams; 
fio  that  th^  power  of  Congress  over  the  subject  id,  in  fdct,  ttwtty 
broad.  But  if  we  take  the  case  that  ybu  have  mentiottfed,  Mr.  Taylol^, 
itothitig  l^hbUld  prevent  a  man  from  going  in  there  and  developing 
his  ptdjcet,  if  hfe  wishes  to. 

Mr.  Taylor.  It  is  not  contemplated  by  this  bill  to  make  every 

llttlu  rivtiiet  in  tbe  tJftited  States  a  navigable  atream  ? 

\c«i  'B^KitRiXjL   ^^o  Sir 

Ml*.  TAfWk' It  ife  not  <)rtfe  6f  the  bbjectft  of  the  bill  to  declare  all 

<yf  them  navigable? 

Mr.  Merrill.  Not  in  my  judgment.  This  would  be  the  sitnatiOtt, 
in  my  opinion :  Nobody  would  need  to  come  before  the  commission, 
if  he  did  il6t  wish  to  do  ^^  if  in  his  belief  the  stream  wa6  clearly  not 
tkavlglible.  He  could  lake  his  chances ;  but  if  he  did  not  wiah  to  take 
any  chanced,  he  could  secure  a  license  &nd  obviate  all  riskd.    tf  ho 
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should  go  upon  a  stream  without  a  license  and  it  should  be  deter- 
mined later  on  that  the  United  States  wished  to  develop  that  stream 
for  navigation  purposes,  he  could  be  required  to  remove  any  obstruc- 
tion to  the  stream  without  compensation. 

Mr.  Taylor.  But  it  would  not  be  the  policy  of  the  commission  to 
declare  every  little  stream  that  might  not  have  enough  water  in  it  to 
water  a  horse  to  be  a  navigable  stream  for  the  purpose  of  taking 
jurisdiction  of  it? 

Mr.  Mebrill.  No,  sir. 

Mr.  Saker.  Let  me  call  your  attention  there  to  the  fact  that  each 
State  has  the  power  to  determine  what  are  navigable  streams  within 
its  own  borders. 

Mr.  Merrill.  So  far  as  title  to  property  along  the  stream  is  con- 
cerned. 

Mr.  Raker.  But  if  the  State  declared  that  a  certain  stream  was 
navigable,  these  provisions  would  apply  to  it? 

Mr.  Merrill,   xes,  sir;  I  presume  so. 

Mr.  Saker.  So  it  is  not  due  altogether  to  the  action  of  the  National 
Government,  but  it  may  be  done  by  action  of  the  State.  If  a  State 
declared  a  stream  navigable,  the  provisions  of  this  bill  would  apply 
to  it. 

Mr.  Anderson.  Is  it  vour  contention  that  when  a  State  declares  a 
river  navigable  it  thereby  becomes  subject  to  the  power  of  Congress 
to  regulate  it  as  a  navigable  stream  ? 

Mr.  Raker.  Why  not? 

Mr.  Anderson.  I  do  not  think  that  is  true.  A  navigable  stream 
under  this  bill  is  a  stream  that  is  navigable  in  a  Federal  sense  and  is 
subject  to  Federal  regulation  under  the  commerce  clause. 

Mr.  EscH.  As  to  that.  Congress  has  supreme  authority,  whether 
the  stream  is  wholly  within  a  State  or  crosses  State  lines. 

Mr.  Merrill.  I  should  say  that  the  fact  that  a  State  declares  a 
stream  navigable  would  be  prima  facie  evidence  of  its  navigability. 

Mr.  Raker.  But  Congress  not  having  declared  a  stream  navi- 
gable or  nonnavigable  and  a  State  havinjg  declared  it  navigable,  then, 
if  we  passed  this  bill  with  a  provision  in  it  saying  that  it  relates  to 
navigable  streams,  the  question  would  arise  whether  or  not  the  pro- 
visions of  this  bill  would  apply  to  it. 

Mr.  Merrill.  In  the  case  or  a  stream  that  was  navigable,  in  fact, 
or  that  had  been  declared  navigable  by  a  State,  an  applicant  might, 
for  its  own  protection,  apply  for  a  license.  On  the  otner  hand,  if  the 
commission  should  assume  that  the  stream  was  navigable,  it  could 
require  the  applicant  to  take  out  a  license. 

Mr.  McLaughlin.  Is  there  any  authority  here,  or  will  there  be  if 
this  bill  becomes  a  law,  by  which  the  commission  can  change  or 
modify  a  license  after  it  is  issued  and  accepted? 

Mr.  Merrill.  Not  except  with  the  free  consent  of  the  licensee.  It 
could  not  be  done  without  his  consent. 

Mr.  McLaughlin.  Is  there  anything  in  the  bill  to  that  effect  ? 

Mr.  Merrill.  At  the  bottom  of  page  12  there  is  a  provision  which 
reads: 

Each  such  license  shall  he  eomlitioneil  upon  jureptance  by  the  licensee  of  all 
the  terms  and  conditionH  of  this  act  and  such  further  conditions,  if  any,  as  the 
commission  shall  prescribe  in  conformity  with  this  act,  which  said  terms  and 
conditions  and  the  acceptance  thereof  shall  be  expressed  In  said  license. 
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Mr.  McLauqhun.  Suppose  the  licensee  should  wish  to  have  his 
license  modified,  or  suppose  the  licensee  after  constructing  his  plant 
and  operating  it  for  a  time  should  learn  that  he  could  not  operate 
profitably,  would  you  hold  him  to  the  conditions  of  the  license,  or 
would  you  have  any  authority  to  niodif v  the  license  ? 

Mr.  Merbilu  I  think  there  is  no  doubt  that  the  commission  would 
have  authority  to  modify  the  license  on  application,  but  not  authority 
to  modify  the  license  to  the  prejudice  of  the  licensee  without  the 
licensee's  consent.  The  license  is  in  the  nature  of  a  contract,  and  a 
contract  could  be  modified  at  any  time  by  agreement  of  the  con- 
tracting parties. 

Mr.  McLaughlin.  Sometimes  a  contract  with  the  Government  can 
not  be  modified.  You  may  remember  that  some  post-office  officials 
got  into  some  trouble  because  they  modified  a  contract  while  it  was 
running.  It  seems  to  me  that  it  might  be  well  to  add  a  provision  of 
that  sort  to  this  bill.  I  do  not  know  what  your  experience  has  been, 
but  it  might  be  well  to  have  a  provision  permitting  the  commission 
to  relieve  a  licensee  of  some  losing  proposition,  or  of  a  part  of  it. 
It  might  be  that  he  could  not  operate  his  plant  successfully  as  an 
entirety,  but  that  he  could  operate  a  part  of  it.  It  might  be  that  if 
you  compelled  him  to  continue  the  operation  of  all  of  it  he  would  be 
ruined. 

Mr.  Merrill.  I  peraonally  assume  that  the  commission  woiild  have 
that  authority ;  but  if  there  is  any  question  about  it 

Mr.  McLaughlin  (interposing).  My  impression  is  that  it  would 
be  better  to  put  that  provision  in  the  bill.  I  do  not  think  it  is  there 
now. 

Mr.  DoREMus.  I  am  interested  to  know  whether  I  correctly  under- 
stand your  construction  of  section  20 

Mr.  EscH  (interposing).  Before  you  go  to  that  let  me  ask  a  ques- 
tion. The  language  you  just  read,  Mr.  Merrill,  would  indicate  that 
the  terms  of  the  contract  must  be  interpreted  in  the  light  of  this  act. 
Therefore,  that  interpretation  would  obtain  for  a  period  of  50  years. 
Do  you  think  that  Congress  can  pass  no  act  within  50  years  that  will 
affect  the  terms  of  the  license  or  add  to  its  provisions? 

Mr.  Merrill.  I  think  that  it  should  not  have  jiuthority  to  pass 
subsequent  legislation  that  will  modify  the  contract  already  exe- 
cuted. 

Mr.  EscH.  Of  course,  the  State  can  not  pass  an  act  to  affect  the 
contract,  but  that  is  a  limitation  on  the  State  and  not  on  the  Federal 
Government. 

Mr.  Hauoen.  I  understood  you  to  say  that  the  purpose  is  not  to 
impose  a  tax,  but  that  the  Government  shall  receive  a  certain  per- 
centage by  way  of  royalty? 

Mr.  Merrill.  I  say  that  in  my  judgment  the  reason  for  exacting 
a  rental  charge,  a  charge  of  any  kind  under  a  bill  of  this  nature,  is 
not  primarily  for  revenue  purposes,  but  primarily  for  the  purpose 
of  getting  an  amount  that  will  reimburse  the  Government  for  the 
costs  of  administration,  such  as  I  have  hitherto  named,  and  with  the 
possible  further  object  of  reducing  excessive  earnings  when  such 
earnings  can  be  reached  in  no  other  way. 

Mr.  Hauoen.  Is  that  the  purpose  of  this  bill? 

Mr.  Merrill.  So  far  as  I  Know. 
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Mr.  HAtrolfiN.  If  thai  is  the  purpose,  have  you  gu&rd^  i^in^  the 
watering  of  stock! 

Mr.  M«iiRitx.  You  mfean  in  connection  with  rtite  regulation! 

Mr.  Haugan.  Yes. 

Mr.  Merrill.  1  think  So.  The  provisions  of  this  draft  ar^  that 
in  fixing  the  rates,  the  rates  shall  be  based  on  the  net  investment. 

Mr.  HAtTOEN.  what  is  your  definition  of  the  net  investment? 

Mr.  MfittRitt.  That  is  the  Jimount  of  money  which  represents  the 
actual  and  legitimate  original  cost  of  the  property. 

Mr.  Hatjoen.  How  about  deterioration* 

Mr.  Merrill.  Less  so  much  deterioration  as  has  been  paid  for  out 
of  the  earnings  of  the  property. 

The  Chairman.  You  said  awhile  ago,  unless  I  misunderstood  you, 
that  you  proposed  this  charge  to  be  merely  nominal  for  the  pur- 
pose of  paying  for  administration. 

Mr.  Merrill.  Primarily  so. 

The  Chairman.  Only  when  it  was  necessary  to  prevent  e^ttbr- 
llonate  earnings — was  not  that  your  statement  ? 

Mr.  Merrill.  Yes. 

Thd  Chairman.  What  do  you  mean  by  extortionate  earninga  or 
returns  to  the  corporation  ? 

Mr.  Merrill.  We  will  say,  for  example,  that  25  per  cent  might  be 
extortionate. 

The  Chairman.  If  that  company  is  serving  the  public  at  the  same 
price  as  other  companies  and  the  price  is  reasonable,  hbw  are  you 
going  to  convict  them  of  extortion? 

Mr.  Merrill.  I  said  that  that  would  be  the  only  reason  I  could 
see  why  we  should  collect  charges  beyond  the  amount  needed  for  re- 
imbursing costs  of  administration. 

The  Chairman.  But  the  inference  was  that  in  such  a  case  as  that 
you  would  be  in  favor  of  increasing  the  charge  to  previftnt  what  you 
called  extortionate  eamines. 

Mr.  Merrill.  1  think  that  t^ould  be  practicable. 

The  Chairman.  How  can  you  call  the  earnings  of  one  company 
extortionate  when  you  are  treating  everybody  alike? 

Mr.  MEkntLL.  i  did  not  mean  extortionate  in  the  legal  sensfe. 

The  Chairman.  Now,  then,  if  a  mere  nominal  charge  la  to  be 
placed  on  a  company  whose  horsepower  commercially  is  worth  twice 
as  much  as  the  horeepower  of  feome  other  company — and  you  will 
admit  that  they  can  actually  undersell  the  other  Company? 

Mr.  Merrill.  Yes.  sir. 

The  Chairman.  If  they  are  in  a  competitive  field. 

Mr.  Mer^jiIl.  Yes.  sir. 

The  Chairman.  And  then,  if  they  used  thfelr  oWh  current  for 

manufacturing  purposes,  they  could  undersell^  every  other  company 
that  did  not  pay  any  more  than  this  nominal  charge  that  you 
speak  of. 

Mr.  Merrill.  I  do  not  think  the  nominal  charge  that  would  be 
collected  under  this  bill  would  have  any  effect  on  rates  at  all,  either 
plus  or  minus.  As  1  have  already  aaid,  I  did  not  mean  eitortlon  Iti 
the  legal  sense;  but  this  could  be  donC!  We  could  say  that  we  will 

fix  a  flat  rate  of  rental  charge  or  a  rate  expressed  in  doUara  and 

cents— 10,  20,  80,  40,  or  something  like  tha^—pef  horsepower;  that 
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tbo^  rt^ten  might  1>q  suMect  to  reacijuatment  at  c^rt^^iu  ii;iterv»ls, 
but  that  if  they  wer^  reaa justed  they  should  not  be  raised  above  a 
point  which  diould  represent  SQme  proportion  of  the  surplus  earn- 
ings over  and  above  a  prescribed  rale  of  return,  which  rate  should 
be  ample  and  should  be  fixed  in  the  license.  If  we  worked  on  that 
basis,  we  could  take  up  any  excess  earnings  that  might  happen  in 
any  particular  case,  and  we  would  not  put  any  unjust  or  unknown 
liability  upon  the  licensee. 

The  Chairman.  What  do  you  mean  by  excess  eaminga,  when  they 
all  charge  the  same  price  and  all  have  the  same  rate  of  charge  ? 

Mr.  MssBJL)'.  I  mean  earnings  in  excess  of  a  fair  return  on  the 
property. 

The  Chairman.  In  the  case  of  railroads,  one  railroad  may  earn 
$5,000  per  mile  of  road,  while  another  may  earn  $10,000  and  another 
$20,000,  and  all  charging  the  rates  prescribed  by  the  same  power  and 
rates  which  are  considered  as  reasonable  as  between  one  another. 

Mr.  Merrhx.  I  would  assume  that  in  the  case  of  actual  regulation 
there  would  be  no  rate  which  could  properly  be  called  extortionate. 

The  Chairman,  But  your  commission  should  h»ve  the  power  to 
regulate  the  rates  by  the  charge  it  impose?  in  order  to  make  them 
equal  and  so  that  one  company  should  not  be  more  powerful  than 
another  company,  whose  location  was  such  that  its  horsepower  was 
twice  as  profitable  as  the  horsepower  of  some  other  competing  com- 
panv. 

Mr.  MERsiUi.  That  ia  something  that  occurs  mosk  everywhere. 

The  Chairman.  I  know  it  does, 

Mr-  MSBRIU4.  There  is  a  great  difference  in  the  co^  of  different 
power  systems  and  ye^  they  may  all  send  power  into  the  same  market 
and  have  the  same  price. 

The  Chairman.  They  necessarily  have  to  do  it 

Mr.  Merrho^  But  the  tendency  is^  of  course,  toward  combining 
them  all  into  one  system  and  then  filing  a  rate  based  upon  the  com- 
bined cost  of  operating  the  different  planta 

Mr.  McLaughlin.  In  case  the  property  was  erected  on  a  navigable 
stream  and  you  or  others,  who  had  authority  to  fix  the  rates,  had 
fixed  them  at  the  very  lowest  point,  as  low  as  your  conscience  would 
permit  you  to  put  them,  and  still  the  company  made  profits  enough 
to  enable  it  to  pay  25  per  eent  dividends  to  its  stockholders,  would 
you  feel  it  incumbent  upon  you  to  impose  a  higher  rate  so  as  to  re- 
duce those  dividends? 

Mr.  Merriuu  I  very  much  doubt  if  any  regulated  public  utility  is 
likely  to  earn  anything  like  that.  If  I  had  the  power  either  to"  fix 
rates  or  to  take  a  percentage  of  excess  earnings,  as  I  might  choose,  I 
would  cut  the  rates  rather  than  to  take  the  other  alternative. 

Mr.  McLauohlin.  Suppose  you  cut  the  rates  clear  down  to  the 
quick  ? 

Mr.  Merrill.  You  can't  cut  them  down  to  the  quick  and  still  have 
earnings  of  25  per  cent. 

Mr.  McLaughlin.  Would  it  be  proper  to  have  a  proviso  that  the 
rate  is  to  be  charged  if  the  plant  is  put  on  a  navigable  stream  or  on 
property  owned  by  the  company,  that  the  rate  will  not  be  any  higher 
than  the  rate 

Mr.  Merrill.  I  think  if  such  a  proviso  as  that  were  put  in  it 
should  be  general. 
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Mr.  McLaughlin.  There  is  this  difference:  In  one  place  the  Gov- 
ernment has  no  property  involved  at  all ;  in  the  other  case  it  is  where 
the  Government  may  acquire  all  of  the  property,  the  overflow,  the 
dams,  the  reservoir,  the  lines,  and  everything  else — ^the  two  situa- 
tions are  entirely  different. 

Mr.  Merrill.  I  think  that  a  different  rate  of  rental  charge  should 
apply  in  one  case  from  that  in  the  other. 

Mr.  McLaughlin.  The  rate  of  the  horsepower  should  be  the  same; 
the  return  to  the  Government  should  be  the  same? 

Mr.  Merrill.  No;  I  say  they  should  be  different.  I  think  the  rate 
charged,  if  it  is  on  the  horsepower  basis  or  on  any  other,  should  be 
greater  if  the  Government  contributes  something  besides  the  fran- 
chise rights;  that  is,  if  the  Government  contributes  the  use  of  its  land 
or  other  property  in  addition  to  barely  saying,  "  You  may  go  ahead 
and  develop  that  site." 

Mr.  McLaughlin.  But  as  the  bill  is  drawn  you  can  make  the 
charge  the  same. 

Mr.  Merrill.  You  can  make  it  either  the  same  or  different. 

Mr.  McLaughlin.  And  if  the  bill  is  drawn  as  you  say,  you  can 
make  it  as  you  said  a  while  ago — make  it  high  enough  to  reduce  the 
earnings  ox  the  companv. 

Mr.  Merrill.  It  could  bo  drawn  that  way,  even  if  it  is  not  so 
drawn  now. 

Mr.  Taylor.  Mr.  Merrill,  isn't  this  the  situation:  Some  streams 
may  have  greater  fall  than  others,  and  some  portions  of  some  streams 
may  have  much  greater  fall  than  other  portions  of  the  same  stream. 
If  different  projects  are  started  in  different  localities,  isn't  one  proj- 
ect liable  to  cost  three  or  four  or  five  times  as  much  as  another  one  to 
develop  the  same  quantity  of  power? 

Mr.  Merrill,  v  ery  likelv. 

Mr.  Taylor.  And  therefore,  if  both  are  supplying  the  same  mar- 
ket or  entering  in  competition,  those  that  happen  to  obtain  the  advan- 
tageous site  would  probably  make  two  or  three  times  as  much  profit 
as  those  who  were  on  the  less  advantageous  site,  and,  as  I  understand 
it,  your  idea  is  that  in  addition  to  the  merely  nominal  charge  for  the 
supervision  that  to  prevent  inequality  and  to  prevent,  as  you  used 
the  expression  one  tinfie,  inordinate  profits,  as  compared  with  what 
some  other  people  might  be  able  to  make,  that  the  Government  in 
that  case  might  be  justified  in  making  an  addditional  charge,  and  it 
should  not  be  any  hardship  upon  those  against  whom  the  charge  is 
made,  because  of  not  having  the  amount  invested  that  somebody  else 
has  that  was  making  a  fair  profit. 

Mr.  Merrill.  The  situation  could  be  met  in  no  other  way.  If  two 
concerns  are  selling  power  side  by  side  in  the  same  market^  no  public 
utility  commission  can  establish  a  different  rate  for  the  opposite  sides 
of  the  same  street,  or  for  different  parts  of  the  same  town,  simply 
because  the  power  is  sold  by  different  concerns  and  is  not  developed 
at  the  same  cost.  If  the  more  expensive  power  can  be  sold  at  a  price 
which  is  reasonable  from  the  consumer's  point  of  view  and  still  leave 
a  margin  of  profit  for  the  producer,  that  power,  so  long  as  it  remains 
in  the  market  at  all,  will  establish  the  price  for  power,  the  cheaper 
power  will  sell  at  the  same  price,  and  the  producer  of  the  cheaper 
power  will  be  able  to  earn  a  profit  as  much  greater  than  that  of  his 
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competitor  as  his  production  cost  is  smaller.  The  only  way  in  which 
such  excess  profits  earned  by  a  licensee  under  the  proposed  legislation 
could  be  reduced  would  be  oy  means  of  rental  charges  based  on  some 
proportion  of  the  excess  profits.  If  this  principle  is  employed,  a 
liberal  return  should  be  allowed  before  division  takes  place  and  the 
rate  of  division  should  be  proportionately  greater  as  the  excess 
profits  are  greater,  along  the  lines  of  the  graduated  excess-profits  tax. 
It  should  not  be  overlooked  that  the  cost  of  development  is  a  measure 
of  the  relative  value  of  different  sites,  is  inherent  in  the  site,  and  that, 
therefore,  the  Government  in  granting  the  license  by  means  of  which 
authority  is  given  to  utilize  the  site  for  power  purposes  could  very 
properly  take  such  a  factor  into  consideration  in  fixing  rental  charges. 

Mr.  Taylor.  That  is  it.  For  instance,  in  some  streams  in  the 
Western  States  some  streams  may  have  for  a  mile  or  two  a  tremen- 
dous fall  and  for  many  miles  not  have  any.  The  lucky  party  that 
gets  that  fall  can  develop  power  at  a  very  cheap  rate,  wnereas  an- 
other party  that  has  to  run  long  conduits  or  get  a  smaller  fall,  he  can 
make  it 

Mr.  Merrill.  The  primary  object  of  legislation  is  development. 
It  would  be  better,  therefore,  to  make  rentals  too  low  than  too  high, 
even  when  the  object  is  to  reduce  excess  profits.  Furthermore,  this 
ought  to  be  considered,  whatever  plan  we  have  in  mind  in  regard  to 
the  rental  charges.  The  terms  of  the  license  must  be  perfectly 
definite.  The  licensee  must  know  when  his  license  is  issued  just  what 
his  full  liabilities  are,  and  if  rental  charges  are  not  expressed  in 
dollars  and  cents,  they  must  be  expressed  in  some  way  so  definite  that 
there  is  no  possibility  of  mistake.  That  point  must  be  as  clear  as 
anv  other  provision  of  the  license. 

Mr.  Taylor.  In  order  to  finance  it  properly  ? 

Mr.  Merrill.  Yes,  sir. 

Mr.  Taylor.  In  the  cost  of  these  projects,  for  instance,  I  have  in 
mind  one  project.  My  information  is  it  cost  something  over  $20,000,- 
000  when  it  could  have  been  put  in  for  $10,000,000.  The  Government, 
when  it  recaptures  it,  is  to  pay  for  all  that  incompetency  and  lack 
of  experience  and  various  other  items  of  money  that  went  in;  but 
foolishly  in  or  inadvisedly  went  in,  does  the  Government  have  to  foot 
all  the  bills  of  extravagance? 

Mr.  Merrill.  No,  sir;  the  Government  does  not  have  to  recapture 
it  at  all. 

Mr.  Ferris.  Let  us  have  your  judgment  of  the  recapturing  pro- 
vision. 

Mr.  Merrill.  The  basis  of  the  recapture  is  the  actual  legitimate 
cost  of  the  property. 

Mr.  Ferris.  Is  that  all? 

Mr.  Merrill.  That  is  the  basis — ^the  actual,  legitimate,  original 
cost  of  the  project,  plus  similar  cost  of  additions  to  the  project.  That 
is  the  top  figure.  From  that  figure  we  will  cut  out  the  several  ele- 
ments named  in  the  definition  on  page  6 — unappropriated  surplus; 
current  balances  of  depreciation  accounts ;  amounts  which  have  been 
put  into  amortization  and  other  similar  reserve,  or  put  into  project 
extensions,  either  the  project  under  license  or  other  projects;  all  if 
and  to  the  extent  that  the  amounts  have  been  taken  from  earnings  in 
excess  of  a  fair  return.    That  is,  the  licensee  who  goes  in  and  hon- 
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eatly  invests  a  dollar  phall  get  that  dollar  back  in  either  one  of  two 
ways — either  by  the  return  of  a  capital  siun  at  the  end  of  the  period 
or  out  of  earning  during  the  license  period.  He  is  not  to  ^et  anything 
for  inci'ease  in  property  value  due  to  increase  in  value  cu  land,  or  or 
water  rights,  and  no  intangible  elements  like  good  will,  franchise 
value,  or  expected  profits.  The  price  is  to  be  nxed  on  the  basis  of 
cost. 

Mr.  Febris.  Don't  that,  all  boiled  down,  mean  this — isn't  this 
pretty  nearly  the  correct  rule:  The  actual,  fair  value  of  the  prop- 
erty at  the  time  of  retaking,  which  in  ho  case  shall  exceed  the  actual 
cost? 

Mr.  Merkilx..  Just  this  passible  difference  in  there,  Mr.  Ferris, 
that  we  do  not  deduct  for  actual  depreciation  of  the  physical  struc- 
ture, except  to  the  extent  that  that  has  been  reimbursed  out  of 
earnings. 

Mr.  Ferris.  To  give  them  that  additional  assurance  of  getting  it 
back? 

Mr.  Merrill.  Yes,  sir.  That  is,  it  is  to  be  on  a  100  psr  cent  cost 
•basis.  The  Government  doesn't  have  to  take  it  over;  nobody  has  to 
take  it  over.  If,  as  Mr.  Taylor  says,  it  is  a  case  where  good  judgment 
wasn't  shown  or  the  hindsight,  which  is  always  better  than  foresight, 
proves  that  poor  judgment  was  exercised,  and  the  project  isn't  worth 
its  cost,  the  Government  doesn't  have  to  take  it.  The  Government 
can  not  guarantee  a  licensee  against  loss,  whether  from  poor  judg- 
ment or  otherwise.  It  can  guarantee  that  it  will  not  impose  condi- 
tions that  of  themselves  will  cause  loss,  and  it  can  guarantee  that 
if  it  takes  the  property  over  or  transfers  it  to  another  licensef^ 
that  the  investment  m  the  property  sliall  be  returned. 

Mr.  Tatlor.  On  the  other  hand,  if  it  is  enormously  increased  by 
the  surrounding  circumstances  or  earnings,  the  Government  may 
take  and  doesn't  have  to  pay  any  more  for  it  i 

Mr.  Merrill.  No,  sir. 

Mr.  Ferris.  In  other  words,  after  we  cut  down  hei'e  to  where  they 
put  the  foresight  in,  it  is  quite  important  to  see  that  nothing  like 
that  happens. 

Mr.  Merrill.  Yes;  we  have  excluded  everything  not  represented 
by  actual  investment ;  and  I  think  that  when  we  have  excluded  that, 
in  fairness  to  the  investor,  we  should  also  exclude  accrued  deprecia- 
tion on  the  property  to  the  extent  that  it  has  not  been  gotten  out  of 
earnings  in  excess  of  a  fair  return. 

Mr.  Ferris.  I  think  a  fair  interpretation  of  your  statement  and 
the  answers  to  the  several  questions  you  have  made  would  be  that  you 
are  of  the  opinion  that  in  operating  under  this  bill,  during  the  life 
of  the  bill,  that  no  such  question  as  securing  any  revenue  or  any 
royalty  should  be  of  any  consequence ;  is  that  the  fact  ? 

Mr.  Merrill.  Not  exactly.  What  I  think  is  this :  We  sliould  not 
have,  in  the  matter  of  rental  charges,  the  underlying  purpose  of 
securing  revenue  by  rentals;  the  underlying  purpose  should  be  to 
get  the  lowest  rates  to  the  consumer;  and  we  should  not  charge 
rentals  that  would  have  either  one  of  two  effectvS — that  would  either 
reduce  the  earnings  of  the  licensee  below  a  fair  return  or  increase 
rates  to  the  consumer. 

Mr.  Ferris.  Well,  that,  of  course,  puts  a  little  different  light  on  ii 
from  what  you  stated  before.    You  have  a  provision  in  this  bill — ^I 
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haven^t  it  before  mc  just  now,  but  I  have  it  in  my  mind— where  you 
have  a  minimum  of  10  cents  per  horsepower. 

Mr.  Merrilj^.  Yes,  sir. 

Mr.  Ferris.  And,  of  course,  no  maximum. 

Mr.  Merriix..  No  maximum. 

Mr.  Ferris.  That  language  allows  you  to  go  as  high  on  your  rates. 
as  conditions  warrant,  doesn't  it? 

Mr.  Merrill.  Yes, 

Mr.  Ferris.  But  you  were  expressing  a  question  of  policy  here  to 
the  effect  that  you  thought  the  matter  of  rentals  wasn't  of  very  much 
consequence.  I  want  to  ask  you  if  this  contemplated  commission 
that  takes  up  the  three  cabinet  officers,  I  wonder  if  they  occupy  that 
same  view? 

Mr.  Merrill.  While  in  my  judgment  they  do,  I  would  not  wish 
to  be  understood  as  committing  any  one  of  them  to  the  views  I  here 
expressed. 

Mr.  Ferris.  As  to  that  you  are  speaking  your  own  views? 

Mr.  Merrill.  For  myself;  yes,  gir. 

Mr.  Ferris.  And,  of  course,  then  you  have  in  this  section  17,  which 
must  anticipate  some  revenue  from  the  fact  that  it  goes  ahead  and 
says  "50  per  cent  of  the  charges  derived  from  licences  hereunder, 
etc.,"  and  provides  for  a  complete  distribution  of  the  *  funds  for 
roads  and  schools  of  such  benefits  as  they  maj^  accrue. 

Mr.  Merrill.  When  I  speak  of  rentals  to  cover  the  cost  of  adminis- 
tration I  do  not  mean  to  say  w'e  would  attempt  to  estimate  tl^.e  exact 
cost  of  administration  and  then  prorate  the  amount  in  rental  charges 
against  outstanding  licensee,  but  I  mean  to  say  we  should  fix  rental 
charges  in  an  amount  which  would  amply  cover  the  costs,  direct  and 
indirect,  of  administration.  If  this  were  done,  the  division  of  re- 
ceipts provided  for  in  section  17  would  no  doubt  still  leave  in  tlie 
Treasury  enough  to  offset  any  appropriations  made  directly  for  the 
purpose  of  carrying  out  the  provisions  of  the  proposo<l  bill.  But 
there  is  a  wide  difference  between  rental  charges  established  on  this 
basis,  and  amounting,  perhaps,  to  a  few  hundred  thousand  dollars  a 
year,  to  charges  levied  primarily  for  purposes  of  general  revenue 
and  which  might  be  made  to  amount  in  the  aggregate  to  several 
millions  of  dollars  a  year, 

Mr.  Ferris.  You  will  find  along  the  line  Mr.  Taylor  mentioned 
there  will  be  all  sorts  of  small  projects  that  will  be  of  very  little  value, 
would  that  be  the  place  to  put  in  your  charges,  when  it  is  allied  with 
other  concerns  that  are  making  big  profits  you  would  scarcely  want 
to  pursue  the  milk  and  water  policy  with  them  of  a  nominal  profit? 

Mr.  Merrill.  I  wouldn't  consider  that  that  would  be  a  matter  of 
charging  rentals  primarily  for  revenue  purposes,  for  the  only  way 
that  such  a  situation  could  be  reached  would  be  through  rental 
charges.  I  don't  believe  reasonable  objection  could  be  raised  against 
a  provision  of  that  nature,  and  for  that  purpose  if  it  is  expressed  in 
definite  language  either  in  the  law,  in  the  regulations,  or  in  the 
license — expressed  so  definitely  that  the  liability  of  the  licensee 
under  his  license  is  clear.  There  should  be  no  provision  which  says 
we  can  revise  rental  charges  for  any  purpose  without  knowing  what 
they  are  going  to  be,  or  without  relation  to  the  business.  That  ougtt 
not  to  be  the  case. 

ssosa— 1&— PT 1 — e 
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Mr.  Febris.  The  bill  as  written  does  not  carry  out  the  poliqr  as 
you  have  laid  down  because  it  puts  a  minimum  and  not  a  niaximom 
charge.  If  the  bill  was  amended  so  as  to  fix  a  maximum  and  not  a 
minimum  would  you  think  that  advisable  or  inadvisable? 

Mr.  Merrill.  I  would  think  that  was  inadvisable. 

Mr.  Ferris.  You  wouldn't  care  to  have  it  written  down  in  the 
law  where  it  could  not  be  carried  bevond  a  fixed  amount? 

Mr.  Mkrrill.  If  you  put  a  maximum  in  there,  you  couldn't,  as 
Mr,  Tavlor  said — 

Mr.  Ferris.  You  were  in  these  hearings  four  years  ago? 

Mr.  Merrill.  Yes,  sir. 

Mr.  Ferris.  When  you  had  the  hearings  they  were  at  great  length, 
and  we  concluded  then  as  we  do  now  that  you  have  a  great  deal  of 
information  on  this  subject.  How  many  sites  are  there  in  the 
United  States,  if  you  know,  that  are  actually  developing  any  hydro- 
electric energy  at  all.    Have  you  a  list  of  them? 

Mr.  Merrill.  In  the  report  made  to  the  Senate  two  years  ago  we 
tried  to  got  as  far  as  possible  the  location  and  the  capacity  of  the 
constructed  water-power  plants. 

Mr.  Ferris.  Without  calling  them  out  right  now  will  you  get  the 
latest  list  .and  incorporate  it  in  the  record  of  the  water  power 
plants? 

Mr.  Merrill.  I  can't  get  it  any  later  than  the  date  of  that  report. 

Mr.  Ferris.  Will  you  get  thatt 

Mr.  Merrill.  You  don't  mean  you  want  that  tabulated  record  of 
100  pages  of  record-size  to  go  in  here  do  you? 

Mr.  Ferris.  What  constitutes  the  100  pages? 

Mr.  Merrill.  We  have  water-power  and  steam-power  plants  listed 
there  for  all  of  the  States  in  the  Ignited  States. 

Mr.  Ferris.  Are  those  Senate  hearings  available? 

Mr.  Merrill.  There  are  no  more  left  now. 

The  Chairman.  We  better  have  them  again.  Let  me  ask  you  this: 
Does  that  record  that  was  prepared  show  who  owned  them?" 

Mr.  Merrill.  Yes,  sir. 

Mr.  Ferris.  Will  that  be  incorporated  into  this  also? 

Mr.  Merrill.  I  will  bring  in  the  report  and  you  can  see  what  it 
contains. 

Mr.  Ferris.  Does  it  show  the  relation  between  the  people  who 
owned  these  power  sites  and  the  people  generating? 

Mr.  Merrill.  For  a  considerable  number  of  thenu 

Mr.  Ferris.  Are  there  any  later  figures  showing  who  actually  owns 
these  power  sites? 

Mr.  Merrill.  No. 

Mr.  Ferris.  I  wish  you  would  put  into  the  record  the  20  largest 
empanies  owning  water-power  sites  in  the  United  States  in  the 
relative  order  of  their  ownership. 

Mr.  Merriix.  I  can  give  you  that  for  1915. 

Mr.  Feris.  Haven't  you  any  later  figures  than  that? 

Mr.  Merrill.  No.  Let  me  explain.  It  took  10  months  of  my  time 
with  a  considerable  number  of  people  to  get  that  data  and  it  is 
practically  impossible  except  by  repeating  that  process  to  bring,  it 
up  to  date. 

Mr,  Ferris.  Is  that  anywhere  available  for  the  House  and  tlie 
Congress  that  solves  this  problem? 
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Mr.  MittRiix.  Not  in  a  way  that  vou  could  get  at  it  Except  in  the^ 
way  I  did  before,  by  going  through  hundreds  and  hundreds  of  placed 
to  look  it  up. 

Mr.  Ferris.  You  got  it  up  for  1915  f 

Mr.  Merrill.  For  1915;  yes. 

Mr.  Ferris.  Will  you  incorporate  that  in  the  record? 

Mr.  Merrill.  I  will  bring  it  up  and  let  you  see  what  you  want  to 
put  into  the  record. 

Mr.  EscH.  They  are  large  quarto  pamphlets,  aren't  they? 

Mr.  Merrill.  Yes,  sir ;  about  1700  pages  if  I  remember.  I  think  I 
can  show  you  a  few  pages  which  will  cover  about  what  you  want. 

Mr.  Ferris.  How  many  pages  will  it  make?  We  are  legislating 
on  a  great  natural  resource,  legislating  for  50  years.  We  ought  to 
know  where  all  the  great  water  power  sites  are,  who  owns  them, 
exactly  what  the  relation  of  these  men  are  who  own  them  and  will  be 
to  the  people  who  are  going  to  own  them.  This  is  not  a  barefoot 
homestead  matter,  it  is  a  very  far-reaching  proposition.  I  don't  want 
to  get  something  into  the  record  that  is  so  bun^lesome  that  it  won^t 
do  any  good  but  I  would  like  to  get  those  facts  into  the  record.  Is  it 
your  though,  Mr.  Esch,  that  I  better  not  go  into  that? 

Mr.  Eficii.  I  think  he  better  bring  them  in  and  let  you  see  them. 

Mr.  Ferris.  I  have  seen  them. 

Mr.  Merrill.  There  is  a  great  deal  of  text  that  might  be  eliminated. 

Mr.  Ferris.  There  is  a  good  deal  of  valuable  stuff  m  them,  I  think 
the  ownership,  Mr.  Chairman,  and  interlocking  ownerships  would  be 
very  valuable  to  the  committee.  Would  you  get  at  the  things  from 
the  aggregate  and  incorporate  it  and  make  a  selection  of  it  so  we  can 
put  it  into  the  record  ? 

Mr.  Merrill.  I  think  the  best  thing  for  me  is  to  bring  it  up  the  next 
time,  let  you  gentlemen  go  through  it  and  see  what  you  want  to  put  in. 

Mr.  Ferris.  I  don't  know  what  Member  is  going  to  do  that.  I 
know  I  can't.  I  have  seen  it  and  know  what  it  is,  unless  some  one 
resolves  himself  into  an  auditing  committee  and  separates  it.  I 
would  like  to  have  it  put  into  the  record  some  way.  What  do  you 
understand  to  be  the  aggregate  amount  of  hydro-electric  energy  now 
in  use  in  the  aggregate,  both  on  public  lands,  forest  reserves,  and 
navigable  streams? 

Mr.  MERRILL.  The  best'  I  could  give  you  is  that  in  1915  it  amounted 
to  about  6,000,0,00  horsepower. 

Mr.  Ferris.  Has  tliat  beeii  augmented  any? 

Mr.  MerRiIx.  Yes ;  irt  various  places. 

Mr.  Ferris.  Have  you  any  list  showing  ^hat  it  is  for  the  last  thtee 
or  four. years? 

Mr.  MEitRnx.  In  pi'eparinjg  the  report  T  used  the  census  figures  for 
1902,  1907,  and  1912,  together  with  such  further  data  as  I  could  se- 
<;iire  for  1915. 

Mr.  Ferris.  No  one  is  working  on  thai  now  ? 

Mr.  Merrill.  I  understand  the  Bureau  of  the  Census  is  now  col- 
lecting data  for  its  report  for  1917. 

Mr.  Ferris.  Who  down  tliere  is  going  over  that  that  we  could  get 
to  come  up  here  and  tell  us  about  itf 
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Mr.  Merrill.  I  don't  know.  They  are  taking  the  census  now,  but 
it  is  not  likely  to  be  classified  and  ready  for  the  printer  for  about  two 
years. 

Mr.  Ferris.  Your  statement  of  the  horsepower,  grants,  and  loca- 
tions, etc.,  is  the  last  thing,  so  far  as  you  know  ? 

Mr.  Merrill.   So  far  as  I  know. 

Mr.  Ferris.  Will  you  bring  that  data  up  here  to-morrow  ? 

Mr.  Merrill.   I  will;  yes,  sir. 

Mr.  Sims.  I  want  to  state  one  thing,  because  your  statement  has 
appealed  to  me,  and  I  feel  it  is  a  matter  of  very  great  concern  that 
here  at  a  time  when  we  are  now  taxing  future  generations,  nobody 
knowing  how  long  it  will  take  to  pay  the  expenses  of  this  great  war, 
that  you  advocate  the  policy  of  turning  over  highly  remunerative 
possibilities  of  water  power  in  the  United  States  by  the  Government, 
and  the  Government  is  to  receive  no  revenue  from  it  whatever  except 
barely  administrative  expenses.  It  does  seem  to  me  when  there  is  a 
possibility  of  making  millions  upon  millions  of  dollars  of  profits  by 
private  interests  that  we  should  not  shut  ourselves  off  from  a  severe 

Producing  charge  to  go  into  the  Treasury  when  such  enormous  bur- 
ens  of  taxation  are  on  us  now  and  will  be  for  manv  vears. 

Mr.  Merrill.  The  reason  I  advocate  that  policy  is  because  I  be- 
lieve it  is  better  to  reduce  rates  to  consumers  than  to  collect  general 
revenue.  If  you  can  not  hold  profits  to  a  reasonable  figure  by  direct 
rate  regulation,  then,  and  then  only,  would  I  go  bc^yond  the  adminis- 
trative charges,  as  I  have  hitherto  discussed  it,  and  collect  rentals 
for  the  purpose  of  reducing  excessive  profits. 

Mr.  Sims.  I  don't  see  any  way  to  reach  it  through  the  rate  at  all 
except  to  the  people  who  purchase  it.  The  rates  must  be  uniform 
and  must  be  reasonable.  If  they  are  reasonable  it  don't  make  any 
difference  if  they  are  100  per  cent  a  year.  You  have  got  no  right  to 
take  it  away  from  them  in  a  discriminating  way,  and  I  thought  we 
were  going  to  get  some  revenue  out  of  this  proposition.  I  never 
dreamed  of  you  advocating  the  matter  as  you  have.  I  thought  we 
were  going  to  get  some  revenue  out  of  it  to  lighten  the  burden  of 
those  who  nave  to  pay  involuntary  charges  and  make  no  profit. 

Mr.  Merrill.  As  far  as  the  revenue  charges  are  concerned  I  do  not 
believe  it  is  a  good  public  fiscal  policy  to  collect  Federal  revenue 
through  the  local  consumer  of  power. 

Mr.  Sims.  We  have  always  collected  revenue  from  the  consumer 
through  a  tariff. 

Mr.  Merrill.  Through  a  tariff;  yes.  But  the  tariff  has  been  gen- 
eral in  its  application  to  all  users  of  the  commodity  taxed.  A  tax 
levied  in  the  form  of  rental  under  the  provisions  of  this  bill  would 
not  be  general  in  its  application  but  would  reach  only  those  con- 
sumers of  power  who  happened  to  purchase  their  power  from  a 
licensee  under  the  bill. 

Mr.  Sim.  And  where  you  are  charging  so  little  for  horsepower  that 
it  shall  not  be  renmnerative,  in  other  words,  nothing  goes  to  the 
Government  whatever  except  bare  expense  of  operating,  it  makes  a 
difference. 

Mr.  Merrill.  It  is  a  question  of  fiscal  policy. 

Mr.  Taylor.  It  would  burdensome  upon  the  consumer. 


WATEB  POWEB.  83 

Mr.  Raker.  I  think  the  purpose  of  this  would  be  to  have  regu- 
lations so  that  these  things  can  not  get  great  profits. 

Mr.  Haugen.  You  have  been  speaking  about  limiting  charges  and 
also  about  taxing  profits.  What  is  the  purpose  of  this  bill?  Is  it  to 
tax  or  is  it  to  limit  the  charges?  Have  you  any  definite  plan  fixed  in 
this  bill? 

Mr.  Merrill.  In  relation  to  rental? 

Mr.  Haugen.  What  is  the  policy,  to  limit  charges  or  tax  the 
profits  in  order  to  raise  a  revenue? 

Mr.  Merrill.  That  in  so  far  as  the  Federal  Government  exercises 
its  power  of  regulation  it  should  endeavor  to  reduce  charges  to  con- 
sumers rather  than  to  produce  revenue  for  the  Government. 

Mr.  Haugen.  I  mean  what  does  the  bill  provide? 

Mr.  Merrill.  That  is  the  purpose  of  the  bill  as  I  read  it. 

Mr.  Haugen.  To  limit  the  charges? 

Mr.  Merrill.  Yes ;  to  limit  the  rates  which  a  licensee  can  charge. 

Mr.  Haugen.  If  the  charges  are  fixed  low,  there  is  no  profit  to 
tax — ^no  revenue? 

Mr.  Merrill.  No. 

Mr.  Haugen.  You  are  against  levying  any  tax? 

Mr.  Merrill.  I  believe  that  it  is  better  from  the  standpoint  of 
public  policy  to  reduce  rates  to  consumers  than  to  increase  revenue 
for  the  Federal  Treasury. 

Mr.  Haugen.  In  fixing  prices  do  you  propose  to  guarantee  a  rea- 
sonable return  on  the  investment,  x  ou  spoke  about  the  actual  legiti- 
mate cost.  How  is  that  to  be  determined?  In  determining  it  how 
are  you  going  to  separate  the  water  from  the  amount  actually 
invested  ? 

Bfr.  Merrill.  We  would  require  record  to  be  kept  of  the  money 
expended  on  a  proiect. 

Mr.  Haugen.  ELow  are  you  goin^  to  get  that  record?  For  in- 
stance, a  contract  is  let  for  $100,530 ;  it  is  probably  sublet  for  $10,000, 
and  through  some  mutual  agreement  $90,000  is  subdivided  between 
several  stockholders,  and  you  have  $90,000  water  and  $10,000  of 
actual  money  invested. 

Mr.  Merrill.  The  work  should  be  inspected  as  it  goes  on. 

Mr.  Haugen.  Are  you  going  to  have  inspectors  there? 

Mr.  Merrill.  It  could  be  done. 

Mr.  Haugen.  Is  that  the  purpose;  is  that  provided  for? 

Mr.  Merrill.  The  language  on  page  9,  lines  21  and  22,  was  added 
as  one  of  the  amendments  to  the  bill  to  cover  that  particular  situa- 
tion. The  commission  would  have  authority  under  the  language  in 
italics  to  use  any  means  necessary  to  determine  the  cost,  and  when  it 
was  incurred  I  might  add,  that  in  the  definition  of  "  net  investment," 
on  page  6,  the  word  "  legitimate,"  in  the  sixth  and  seventh  lines,  was 
put  in  for  the  purpose  of  covering  such  a  situation  as  you  have  just 
mentioned. 

Mr.  Taylor.  I  think  there  would  be  no  question  that  they  could 
ascertain  how  much  water  was  in  the  stock. 

Mr.  Merrill.  It  isn't  a  question  of  determining  how  much  water 
is  in  the  stock.  It  is  a  Question  of  determining  whether  there  has 
been  water  put  into  the  figures  of  cost — ^whether  it  is  the  real  cost 
or 
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Mr.  Camdler.  The  object  is  to  find  out  how  much  the  actual  cost 
}S — dollars  ^nd  pen|t3 1 

Mr.  Merriix.  Yes,  sir;  je^nd  t^,e  coxDmission  uu^er  jth^t  secf49P 
yvould  have  full  authority  to  take  any  steps  necessary. 

Mr.  TArfX)R.  I  n^ove  t^^  we  adjopm. 

TJie  Chair^ian.  "JThe  compiittee  will  mj?ejt  at  10.30  o'clock  to-mor- 
row morning. 

(And  thereupon,  at  5  o'clock  p.  m.,  ,the  comp^it|:jQe  adjourned.) 


Committee  on  Water  Po^'^r, 

House  of  Representatives, 

Tuesday^  March  19, 1918. 

The  committee  met  at  1,0.30  o'clock  a.  jn.,  Hon.  Thetus  W.  Sims 
(chairman)  presiding. 

The  Chairman.  Gen^lpmen,  I  suggested  yesterday  to  those  who  ex- 
pect to  appear  before" the  committee  that  we  would  like  to  have  a 
hieinorandum  this  morning  as  to  who  is  to  appear  and  the  time  to  be 
used  by  each,  in  order  that  we  may  proceed  with  as  much  order  as 
possible  in  the  hearings,  and  if  sucn  memorandum  has  beei^  ma<de  I 
will  be  glad  to  have  it  at  this  time. 

Mr.  Hall.  Mr.*  Chairman,  those  of  us  who  could  stay  over  after 
the  committee  hearing  last  night  discussed  the  matter,  apd  therje 
were  eirfit  or  nine  of  us  present.  I  am  not  sure  that  that  represents 
all  and  1  think  perhaps  there  may  be  one  or  two  niore,  but  'they  were 
all  who  remained  here,  anyway.  We  discussed  the  matter  in  a  gen- 
eral way  as  to  the  amount  of  time  we  would  need  and  in  the  aggre- 
gate we  feel  it  would  amount  to,  say,  between  seven  and  eig^t  hour^. 
We  have  not  as  yet  gotten  far  enough  along  to  make  a  list  of  the 
order  of  speaking.  We  will  have  to  talk  that  over  a  little  inore,  but 
we  will  undertake  to  have  that  information  ready  for  you  very 
shortly. 

Mr.  Stephens.  Whom  do  you  mean  by  "  we  "? 

Mr.  Hall.  Those  of  us  wno  were  sitting  in  the  rooi^i  last  night. 
I  think  one  or  two  had  left  and  I  do  not  see  them  here  this  morning. 
I  do  not  know  whether  they  intend  to  appear  or  hot. 

Mr.  Weston  ( American  "Newspaper  Publiishers'  Association).  Mr. 
Chairman,  I  was  not  present  when  that  arrangement  was  made.  We 
should  like  time  for  myself  and  Mr.  Mclntyre  to  appear  before  the 
committee,  probably  not  to  exceed  an  hour  for  both  or  us. 

The  Chairman.  You  can  give  your  name  to  the  clerk  of  the  com- 
mittee, Mr.  Davis. 

If  there  is  nothing  further,  Mr.  Merrill  will  proceed  with  his 
statement. 

STATEMEirT  OF   HB.   0.   C.   MEEBILL— Besumed. 

Mr.  Ferris.  Mr.  Chairman,  before  Mr.  Merrill  resumes  his  state- 
ment, the  committee  will  remeniber  that  on  last  night  I  asked  a  lew 
questions  of  Mr.  Merrill.  I  think  the  first  question  was  that  'he  be 
good  enough  to  furnish  us  a  list  of  the  names  of  all  water  si'tes  that 
are  now  in  actual  operation  and  the  amoimt,  by  horsepower,  of  hydro^ 
electric  energy  they  had  generated  during  the  last  few  years",  and  as 
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near  as  may  be  make  an  estimate  of  the  potential  horsepower  that 
cookl  be  deteteped  in  addition  to  that  now  in  actual  operation. 

I  also  i^ske(^  hinx,  if  feasible,  to  state  who  owned  the  projects,  what 
interests  own  them  and  operate  them,  and  then  to  give  the  20  largest 
companies  or  associations  or  aggregations  of  capital  that  own  these 
water  powers,  and  the  percentage  of  the  total  that  they  own  and  the 
development,  measured  in  horse  power,  that  had  been  put  in  use 
during  the  last  five  years.  Mr.  Merrill  brings  to  me  this  morning 
some  books  that  deal  with  the  matter  much  more  elaborately  than  I 
had  intended  to  deal  with  it,  and  much  more  elaborately  than  I  think 
the  committee  would  probably  feel  warranted  in  having  appear  in 
the  record.  May  I  now  ask  Mr.  Merrill  if  he  will  not  compile  and 
supply  for  the  record  that  information,  stripped  of  all  comment  and 
additional  data  which  will  bring  it  down  to  a  matter  of  two  or  three 
pages.  I  think  it  would  be  of  interest  to  the  comm^ittee,  which  has  to 
pilot  this  bill  through,  to  know  where  they  are,  what  the}'  are,  who 
owns  them,  what  they  are  doing,  what  they  have  done,  and  what 
they  can  do. 

Mr.  Hamilton.  May  I  ask  you  a  question?  By  potential  power, 
do  you  mean  the  potential  power  of  tiie  country  at  large? 

Mr.  Ferris.  Oh,  no;  of  these  individual  sites.  For  instance,  a 
given  site  may  have  a  potential  horsepower  of  so  much  but  be  only 


actually  producing  a  portion  of  that. 
Mr.  Hamilton.  I  understood 


Mr.  Merrill  to  say  yesterday  that 
there  has  been  no  estimate  made  of  the  potential  horsepower. 

Mr.  Ferris.'  I  had  intended  to  ask  Mr.  Merrill  about  that  proposi- 
tion. We  had  before  us  in  the  hearings  four  years  ago  a  great  number 
of  engineers  and  capitalists  and  department  officers,  I  guess  as  great 
as  those  present  now,  and  the  hearings  ran  over  several  weeks.  At 
that  time  the  engineers  all  said,  as  Mr.  Merrill  said  yesterday,  that 
it  was  impossible  to  give  the  exact  ix)tential  horsepower;  but  1  think 
nearly  all  of  them  took  a  lunge  at  it  at  that  time  and  did  make  a 
guess;  and  from  the  guesses  we  had  and  the  estimates  that  were  made, 
I  think  a  fair  interpretation  of  what  they  all  said  roughly  developed 
the  fact  that  there  was  about  6,000,000  horsepower  of  hydroelectric 
energy  in  use  and  from  35,000,000  to  50,000,000  potential  horsepower 
all  told.  Now,  I  understand  that  was  an  estimate,  and  I  understand 
the  engineers  differ,  but  I  think  a  fair  reading  of  the  hearings  we 
had  and  a  fair  interpretation  of  the  guesses  that  were  made,  if  I  may 
without  disrespect  call  them  guesses,  would  show  that  there  was  from 
35,000,000  to  40,000,000  potential  horsepower  estimated. 

Mr.  Parker.  Did  they  localize  that  power? 

Mr.  Ferris.  They  did — by  States,  by  groups  of  States,  and  by 
ownership  also.    It  is  all  in  that  hearing,  but  no  one  will  want  to 

So  back  and  rummage  through  that  old  hearing,  and  I  think  with 
Ir.  Merrill's  very  extended  knowledge  he  will  be  able  to  give  us 
the  information.  Of  course,  it  will  mean  some  work  for  him,  I 
know,  and  I  know  he  can  not  do  it  immediately,  but  I  thought 
that  after  he  had  concluded  his  testimony — if  I  am  right  in  think- 
ing the  committee  would  like  to  have  these  salient  facts — ^I  would 
like  to  have  the  information  put  in  the  record.  Of  course,  I  know 
it  is  not  necessary  to  put  all  this  information  here  in  the  record, 
because  it  would  destroy  the  usefulness  of  the  record.    Would  you 
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be  willing,  if  there  was  no  objection  on  the  part  of  any  m^nber 
of  the  committee,  to  compile  such  information! 

Mr.  Merrilu  Just  as  fast  as  I  can,  Mr.  Ferris.  It  will  be  im- 
possible to  give  information  as  to  the  amount  of  potential  develop- 
ment in  the  individual  sites  that  are  now  under  development. 

Mr.  Ferris.  That,  of  course,  would  be  a  mere  estimate,  but  do 
you  not  have  estimates  of  that  ? 

Mr.  Merrill.  No;  I  know  of  none  anywhere. 

Mr.  Ferris.  Then,  the  only  way  that  could  be  procured  would  be 
by  interrogating  the  separate  operating  companies? 

Mr.  Merrilu  That  is  the  omy  way — and  there  are  thousands  of 
them. 

Mr.  Hamilton.  Would  it  not  be  a  very  long  shot  in  the  way  of 
a  miess,  after  all? 

Mr.  Merrill.  Yes;  it  is  nothing  but  what  you  might  call  an 
intelligent  guess. 

Mr.  Ferris.  Let  us  have  that. 

Mr.  Merrill.  I  mean  even  so  far  as  the  potential  power  resources 
of  the  United  States,  as  a  whole,  are  concerned  or  the  individual 
States.    It  would  be  simply  an  intelligent  guess. 

Mr.  Ferris.  You  recall,  Mr.  Merrill,  in  the  hearings  before  we 
had  some  figures,  and  I  do  not  know  but  what  they  were  your  figures. 

Mr.  Merrill.  They  are  in  that  record  before  you. 

Mr.  Ferris.  They  were  grouped  by  States,  for  instance,  the  North 
Atlantic  States,  the  South  Atlantic  States,  the  Middle  States,  and 
the  Western  States,  and  it  was  estimated  that  in  each  of  those 
groups  of  States  so  much  horsepower  could  be  developed.  Of 
course,  that  was  a  ^ess. 

Mr.  Merrill.  It  is  the  best  guess  we  could  get,  and  they  are  right 
there  in  the  record  before  you,  and  I  can  compile  them  for  you 
readily. 

Mr.  Hamilton.  I  think  that  guess  will  consume  a  great  deal  of 
space  in  the  hearings. 

Mr.  Ferris.  I  do  not  think  it  would  take  up  any  space  at  all 
scarcely,  and  there  certainly  could  be  no  harm  in  estimating  that  for 
the  benefit  of  the  Members  of  the  House,  who  do  not  know  a  horse- 
power from  a  horse  and  wagon,  and  I  think  we  should  know 
whether  a  given  site  would  produce  4  or  4,000  horsepower. 

Mr.  Hamilton.  Your  idea  is  to  have  it  miessed  by  States? 

Mr.  Ferris.  Or  preferabljr  by  sites — if  Mr.  Merrill  can. 

Mr.  Merrill.  It  is  impossible,  Mr.  Ferris,  to  even  guess  it  by  sites. 

Mr.  Ferris.  Then  guess  it  by  States.  Give  us  the  best  estimate 
you  can  as  to  what  this  resource  actually  consists  of,  and  also  as  to 
the  ownership.  That  would  not  be  a  guess.  You  have  proceeded 
far  enough  with  the  matter  to  be  able  to  give  us  that. 

Mr.  Merrill.  Bight  in  that  volume  before  you  is  the  ownership  of 
the  individual  sites  that  are  developed  and  listed. 

Mr.  Ferris.  They  are  the  ones  I  want. 

Mr.  Merrill.  And  there  are  200  pages  of  them. 

Mr.  Ferris.  Two  hundred  pages  of  ownership? 

Mr.  Merrill.  Yes;  of  the  ownership  of  individual  sites  or  plants. 

Mr.  Ferris.  In  operation? 

Mr.  Merrill.  Yes;  of  steam  and  water  power  combined. 
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Mr.  Hamilton.  Let  us  leave  the  matter  to  Mr.  Merrill  and  go 
ahei^d.  • 

Mr.  Ferris.  Is  it  not  true  that  less  than  20  of  those  companies  own 
nearly  all  the  water  power  of  the  country  ? 

Mr.  Merrill.  It  would  take  pages  and  pages  to  list  the  individual 
«ites  which  are  under  the  control  of  the  different  companies. 

Mr.  Ferris.  How  many  individual  sites  are  to-day  actually  pro- 
ducing any  hydroelectric  energy  at  all  in  the  United  States?  What 
aumber  would  you  say,  roughly  ? 

Mr.  Merrill.  I  do  not  recall,  but  it  is  right  there  in  that  volume. 

Mr.  Ferris.  The  number  would  be  very  small,  would  it  not? 

Mr.  Merrill.  No  ;  I  suppose  there  are  1,500  or  more. 

Mr.  Ferris.  One  thousand  five  hundred  would  not  take  up  very 
many  pages. 

Mr.  Merrill.  They  take  up  a  good  many  pages  in  that  book. 

Mr.  Ferris.  What  if  it  does? 

Mr.  Merrill.  Of  course,  I  can  give  them  to  you  if  you  want  them. 

Mr.  Ferris.  I  hope  Mr.  Merrill,  who  I  think  knows  more  about  the 
water-power  situation  than  any  Government  official,  will  give  us  some 
idea  oi,  first,  how  many  sites  there  are ;  second,  where  they  are ;  third, 
who  owns  them;  fourth,  how  much  hydroelectric  energy  is  being  gen- 
erated from  them ;  and  at  least  an  intelligent  guess,  as  we  may  call  it, 
or  an  estimate  of  how  much  additional  potential  horsepower  could  be 
developed  in  the  event  this  legislation  ever  becomes  a  reality.  It 
seems  to  me  that  those  are  not  things  that  it  is  too  much  to  ask  for 
or  too  much  to  know. 

Mr.  L£\1ER.  Mr.  Chairman,  I  move  the  committee  request  Mr. 
Merrill  to  do  that,  in  line  with  Mr.  Ferris's  suggestion. 

The  Chairman.  Without  objection,  I  will  make  the  request.  Of 
course,  Mr.  Merrill  can  take  such  time  as  he  has  at  his  disposal  to 
prepare  it,  and  the  committee  will  wait  for  it.  I  do  not  mean  that 
the  hearings  will  be  continued  that  long,  but  before  we  decide  on 
what  bill  to  report  we  can  have  that  information.  I  have  read  a 
great  many  articles  in  newspapers  and  magazines  and  a  great  many 
nave  been  sent  to  me  by  gentlemen  who  assume  to  know  stating  abso- 
lutely that  there  are  so  many  million  horsepower  undeveloped  run- 
ning to  waste.  They  did  not  seem  to  guess  at  it  at  all.  They  put  it 
in  exact  figures.  They  did  not  guess  when  they  were  trying  to 
get  us  to  pass  some  bill  by  claiming  there  was  so  much  undeveloped 
horsepower  running  to  waste. 

Mr.  Ferris.  I  think  that  Mr.  Merrill  is  entirely  right  in  saving 
that  no  one  can  estimate  it  accurately,  but  we  can  get  some  idea  about 
it,  and  I  think  it  would  be  of  value  to  the  committee. 

Mr.  Lever.  Mr.  Merrill  will  furnish  that  information,  if  you  re- 
quest it  of  him,  I  am  sure. 

Mr.  Stephens.  Let  us  have  the  witness  proceed. 

The  Chairman.  Representing  the  sentiments  of  the  committee,  I 
will  make  that  request,  and,  as  I  say,  you  can  take  the  time  at  your 
disposal,  and  we  will  wait  until  you  have  had  time  to  prepare  it. 

Mr.  Raker.  Mr.  Chairman,  may  I  revert  back  to  section  6  to  ask 
Mr.  Merrill  a  question  with  reference  to  the  last  provision  of  that 
section :  "  Licenses  may  be  revoked  only  for  cause  and  in  the  manner 
prescribed  in  sections  13  and  26  thereof."  To  what  extent  do  you 
intend  that  to  be  applicable? 
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Mr.  Merrill.  That  they  should  be  revoked  only  for  violation  or 
failure  to  comply  with  the  tenns  of  the  license  issued. 

Mr.  Raker.  For  violation  of  any  of  the  pro^sions  in  the  license 
when  a  man  could  go  into  court  and  requite  a  fulfillment  of  them 
without  any  material  trouble  i 

Mr.  Merrill.  Oh,  no ;  you  notice  that  says  '^  in  the  manner  pre- 
scribed in  sections  13  and  26.^' 

Mr.  Eaker.  That  says  ^^in  the  manner  prescribed";  that  is,  re- 
quired in  the  district  court  in  the  usual  proceedings;  but  what  I  am 
getting  at  is  the  cause.  Is  it  your  intention  that  this  revocation 
should  be  for  violation  of  any  of  the  minor  matters  specified  ? 

Mr.  Merrill.  Decidedly  not;  only  as  expressed  in  section  36,  I 
believe  it  is,  on  page  32,  lines  3  to  5, "  and  gijch  license  may  be  revoked 
in  any  such  proceedings  if  the  court  determines  that  such  revocation 
is  the  only  appropriate  or  effective  remedy." 

Mr.  Raker.  Now,  is  t^hat  supposed  tp  be  the  cause  referre<l  to  in 
section  7  and  the  only  cause  ? 

Mr.  Merrill.  Yes. 

Mr.  Raker.  Do  you  not  think  it  ought  to  specify  that  so  there  can 
be  no  doubt  in  the  minds  of  the  administrators  of  this  bill  and  in  the 
minds  of  the  courts? 

Mr.  Merrill.  Yes;  if  it  is  nqt  clear  already,  because  I  think  it  is 
extremely  important  tl^at  tl>e  licenses  when  issued  shall  be  contracts 
and  that  they  shall  not  be  canceled  when  there  are  any  other  means 
left  for  enforcing  the  provisions. 

Mr.  Raker.  That  has  been  called  to  my  attention,  and  I  thought  I 
would  have  you  explain  it  and  ask  you  if  you  did  not  think  for 
clearness  and  definiteness,  in  case  the  matter  got  before  the  courts 
at  any  time,  we  ought  to  have  it  so  it  could  only  be  revoked  for  those 
matters  that  could  not  be  corrected  or  rectified;  and  that  is  your 
intention. 

Mr.  Merrill.  That  is  my  intention,  and  I  had  assumed  the  lan- 
guage in  section  26,  which  is  tied  back  to  section  G,  was  sufficient. 

Mr.  Raker.  Reading  that  again,  you  will  see  it  does  not  really  con- 
vey that  idea:  "Licenses  may  be  revoked  only  for  cause,"  and  then 
it  says  "  and  in  the  manner  prescribed  in  sections  13  and  26  thereof." 

Mr.  Merrill.  If  that  is  not  clear,  it  should  be  made  clear. 

Mr.  Raker.  How,  let  me  ask  ^ou  another  question  as  to  the  o^Jier 
section  you  were  on  when  we  adjourned,  section  10,  subdivision  (rf), 
at  the  bottom  of  page  16,  line  25,  where  you  have  included  in  tiiis 
new  print  the  words  "  for  the  utilization  by  the  licensee  of  national 
forest  timber  to  the  extent  that  power  developed  under  license  is  so 
used."    Now,  what  is  the  purpose  of  that? 

Mr.  Merrill.  We  have  had  the  practice  for  some  years  in  the  Agri- 
cultural Department  of  not  charging  for  the  use  of  power  when  the 
power  was  developed  exclusively  for  the  purpose  of  utilizing  national 
forest  timber  and  in  connection  with  a  sale  of  timber — ^that  is,  when 
the  timber  buyer  and  the  developer  of  power  were  the  same  indi- 
vidual or  the  same  corporation. 

Mr.  Raker.  In  other  words^  your  intention  is  that  if  a  man  hviy9 
a  large  tract  of  Government  tmiber  in  any  of  the  reserves,  and  there 
is  any  place  whpre  he  can  develop  hydroelectric  power  to  the  Qxtefit 
of  a  50-horsepower  plant — — 

}/lr.  Merrill.  Or  more. 
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Mr.  Haker.  Does  it  say  "or  more"? 

Mr.  Mkr^i^l.  Yes ;  there  is  no  li^iitation  in  si^. 

Jtf r.  KAKEft.  I  thouglit  this  &sfid  it  aib  50  horsepower. 

Mr*  Mj^iUj.  It  is  no^  so  injt^cjed)  and  I  dsf  not  think  th^  lan- 
guage would  be  so  construed. 

Afi-.  }Iake9*  T^^j  9*^  Wy  Bijs^  p^ant 

Mr.  Merrill  (interposing).  On  ai^y  ^ixe  pl^At  that  is  used  for 
that  purpose,  and  to  the  e^tei^t  used  for  that  purpose 

Mr.  Ba^er  (interposing) .    There  would  be  no  charge. 

i^r.  Merrill.  There  would  be  no  charge  ifor  tbe  power  as  such.  AH 
the  charges  would  be  t^kpn  up  in  the  p^ ice  of  the  timber.  It  would 
all  be  settled  in  one  transaction  instead  of  two  spearate  on^es. 

Mr.  Raker.  Since  last  night  I  have  been  Rooking  pver  this  bill 
to  see  whether  th^  amendme^  suggested  contain  any  new  pi*ovision 
with  reference  tp  a  man,  for  instance,  constructing  a  plant,  dam, 
ditches,  etc.,  and  all  the  ^ec^ssary  equipment,  as  to  wh^t  he  may  do 
with  the  water. 

M]:.  M^BHx.  4^s  to  whA^  may  b^  don^  witl^  the  w^ter? 

Mr.  Raker.  Yes.  For  instance,  it  has  its  plant  for  ppyrer  pu?*poses 
and  the  water  is  stored  and  the  ditches  made,  which  will  make  it 
available  to  irrigate  ipany  thqusand  acres  of  land.  |s  ther^  any 
provision  in  the  bill  that  wpi;ld  authorize  the  company  to  utilize  the 
water  that  it  stores  for  irrigation  purposes? 

A^r.  M^RRiL^  I  do  not  think  th^r.e  is  any  limitatipn  whatever  upon 
the  licensee  to  use  that  )yater,  in  so  far  as  he  h^  control  of  it,  for 
^rty  other  purpose  that  he  may  desire  after  he  is  through  using  it 
for  power  development.  This  bill  is  concerned  only,  m  such  in: 
stances,  in  the  development  of  ^qwer.  When  th^t  is  donjs  tl^e  licensee 
may  make  any  pther  use  that  i;s  available. 

Mr-  Ra^^er.  But  the  bill  pimply  g^yes  him  a  license  for  power 
purppsjest 

Mr.  Merrill.  Yes. 

Mr.  Raker.  Does  that  exclusive  licpnse  for  ppwcr  purposes  pro- 
hibit him  from  making  arrangements  and  so  controlliijg  the  water 
and  the  storage  of  it  tmt  bP  inay  use  it  and  dispose  of  it  for  irriga- 
tion purposes! 

Mr.  i^ERRiLL.  J  do  npt  Sijee  how  if  could,  except  in  this  4egree:  We 
will  suppose  a  license  is  issued  for  a  power  development  on  ^,  certain 
^ream  on  the  public  land,  and  the  plant  is  built.  If  the  licensee  sub- 
sequently wishes  to  divert  the  whole  or  the  greater  part  of  that  water 
to  some  other  use,  so  it  could  not  be  used  for  power,  then  there  would 
be  authority  under  this  bill  tp  prevent  that  because  he  is  not  comply- 
ing with  the  terms  of  his  license.    He  is  not  developing  the  power. 

Mr.  Raker.  But  I  am  assupiing  that  he  will  copiply  fiterally  with 
the  terms  of  his  Jicense  i}}  using  the  whole  development  for  the 
power;  but  at  the  s^me  time  there  is  not  anv  one  of  those  plants  in 
the  semiarid  and  arid  country  but  what  there  is  almost  as  ipucn 
value  in  the  water  for  irrigation  as  for  power  purposes. 

lyjr.  SJerrill.  Tlji?  would  not  pffect  it  whatever- 

Mr.  6akb«.  Are  yoii  so  sure  that  there  ought  npt  to  be  a  provisip^ 
in  here  so  that  arrangements  could  be  made  to  handle  that^ 

Mr.  Merrill.  I  4o  nof  thipk  it  is  necessary  aj;  aU.  I  do  not  see 
how  there  c^n  h^  any  qijestiop  ^bout  it  whatever.    The  only  thing 
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this  bill  is  doing  is  to  grant  a  license  for  that  particular  power  de- 
velopment occupying  the  public  lands.  There  is  no  assumption  of 
any  control  whatever  over  any  other  uses  the  licensee  may  make  of 
that  water  outside  of  that  development. 

Mr.  La  Follette.  Have  we  any  jurisdiction  over  that  water? 

Mr.  Merrill.  I  do  not  think  so. 

Mr.  La  Folletfe.  I  do  not  think  so,  either. 

Mr.  Baker.  I  know,  but  let  us  not  forget  that  there  are  many  of 
the  plants,  in  my  knowledge,  that  are  as  valuable  for  the  development 
of  water  for  irrigation  as  for  the  development  of  electric  energy, 
and  they  go  hand  in  hand. 

Mr.  Merrill.  Granted. 

Mr.  Raker.  Now,  there  ought  not  to  be  a  hiatus  in  the  bill  or  in 
the  legislation  whereby  that  valuable  asset  would  be  left  undisposed 
of,  and  it  should  be  made  as  much  use  of  as  the  development  of 
power. 

Mr.  La  Follette.  But  has  this  committee,  under  its  formation, 
any  power  over  irrigation? 

Mr.  Baker.  Sure. 

Mr.  La  Follette.  To  pass  a  law  for  irrigation? 

Mr.  Merrill.  Not  under  the  provisions  of  this  bill,  and  none  are 
assumed. 

Mr.  Baker.*  I  want  to  be  sure  on  that  because  it  is  just  as  much  a 
development  proposition  in  our  country  for  the  purpose  of  irriga- 
tion as  for  the  purpose  of  electric  energj'.  Suppose  a  man  put  in  jbl 
$3,000,000  plant  with  his  dams  and  reservoirs,  under  any  method 
adopted  there  would  be  large  amounts  of  water  that  could  be  used 
for  irr'gation,  and  having  the  control  and  ownership  of  the  land — 
the  land  that  is  flooded  and  over  which  the  ditches  go — we  in  other 
legislation  provide  for  rights  of  way  and  control  of  the  water  the 
same  as  control  over  the  hydroelectric  energy  that  is  generated. 

Mr.  Merrill.  You  do  not  mean  the  bill  ^ould  contain  provisions 
under  which  the  commission  might  require  that  additional  use? 

Mr.  Baker.  Yes;  that  is  what  I  would  like  to  see,  because  I  can 
not  conceive  why  a  man  should  spend  $3,000,000  and  use  it  all  for 
hydroelectric  energy  when  the  same  value  can  be  gotten  out  of  that 
development  for  irrigation. 

Mr.  Hamilton.  Primarily,  it  has  got  to  be  for  the  development 
of  electric  energy. 

Mr.  Baker.  I  realize  that  primarily  it  is  for  the  development  of 
electric  energy,  but  from  personal  observation,  and  the  departments 
will  tell  you  from  their  examination,  that  there  is  a  large  degree  of 
use  that  can  be  had  in  the  way  of  irrigation. 

Mr.  Merrill.  Let  me  approach  it  from  this  point  then,  Judge: 
This  is  what  the  commission  should  have  authority  to  do  and  what 
the  commission  should  do  in  considering  any  development  on  any 
stream  or  stream  system.  It  should  make  a  thorough  examination 
of  the  stream  and  prepare,  as  the  bill  provides,  for  a  scheme  of  devel- 
opment that  will  utilize  to  the  full  the  resources  of  that  stream  for 
every  purpose. 

Mr.  Baker.  That  is  just  what  I  am  asking  about. 

Mr.  Merrill.  Irrigation,  water  power,  water  supply,  navigation, 
and  whatever  there  may  be ;  and  it  should  have  a  plan  drafted  which 
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would  comprehend  that,  and  then  it  should,  in  considering  applica- 
tions for  license,  approve  the  application  of  that  applicant  who  will 
carry  out  to  the  best  degree  the  plans  prepared. 

Mr.  Raker.  That  is  iust  what  I  am  trying  to  get  at. 

Mr.  Merrill.  And  tnat  is  simply  saymg  that  if  the  two  can  be 
done,  then  there  should  not  be  a  license  granted  for  a  partial  devel- 
opment. That  is  one  thing.  It  is  a  di£^rent  thing  to  say  you  will 
grant  a  license  and  then  auerwards  compel  by  law  the  man  to  make 
the  other  use. 

Mr.  Raker.  But  if  that  is  in  any  way  doubtful  I  would  suggest 
that  you  look  over  that  provision  of  the  bill  and  suggest  an  amend- 
ment so  that  it  will  require  not  only  the  development  of  hvdro- 
electric  energy  to  the  utmost,  but  any  other  use  that  may  be  available. 

Mr.  Merrill.  I  think  that  is  already  covered  from  that  angle, 
Judge. 

Mr.  Hamilton.  After  the  licensee  has  used  the  head  and  fall  of 
the  stream  has  he  any  control  over  the  water  from  the  tailrace 
under  this  bill? 

Mr.  Merrill.  He  has  not,  linder  this  bill ;  but  his  rights  to  control 
the  water  beyond  the  tailrace  are  such  as  are  granted  him  under 
the  provisions  of  the  State  law.  If  he  stores  water,  under  the  laws 
of  the  Western  States  he  has  full  control  of  it  and  can  dispose  of  it. 
If  he  has  taken  the  natural  flow  of  the  stream  and  lets  it  back  into 
the  stream,  he  loses  control  of  it  unless  he  reappropriates  it.  Is  not 
that  right,  Judge  Raker? 

Mr.  Raker.  I  know,  but  he  can  appropriate  it  for  the  two  pur- 
poses. 

Mr.  Merrill.  Oh,  yes. 

Mr.  Raker.  And  while  he  is  building  the  dam  and  reservoir  for 
the  electric  power  he  also  develops  it  for  irrigation  purposes. 

Mr.  Merrill.  Yes. 

Mr.  Raker.  And  that  irrigation  use  should  not  be  left  imdis- 
posed  of. 

Mr.  Merrill.  I  agree  with  you. 

Mr.  Raker.  It  is  the  law  to-day  that  where  a  man  makes  an  appli- 
cation for  a  hydroelectric  plant  and  another  one  makes  an  applica- 
tion for  the  same  site  for  an  irrigation  plant  your  department  or  the 
other  departments  will  go  in  and  see  which  is  the  highest  use,  and 
if  the  irrigation  use  is  the  higher  they  will  deny  the  hydroelectric 
application.    Is  not  that  right? 

Mr.  Merrill.  They  can  and  they  do. 

Mr.  Escii.  That  is  settled  by  the  last  part  of  section  7,  where, 
after  speaking  of  the  preference  that  may  be  given  to  municipalities, 
the  language  is: 

The  commission  may  likewise  jfive  preference  to  the  applicant  the  plans  of 
which  it  finds  and  determines  are  best  adapted  to  develop,  conserve^  and 
utilize  in  the  public  interests  the  navigation  and  water  resources  of  the 
region. 

Mr.  Merrill.  The  same  thing  is  also  covered  in  section  10,  sub- 
paragraph (a),  at  the  bottom  of  page  14  and  the  top  of  page  16. 
Mr.  EscH.  So  you  get  the  utmost  use,  whether  for  irrigation  or  for 

power? 

Mr.  Merrill.  And  that  is  the  intentionriudge,  that  the  plan  for 
development  that  should  be  approved  should  take  into  consideration 
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all  uses  that  can  be  mad*  eft  the  wAter  and  of  thA  site  in  that  ]f)artictf- 
lar  locality,  as  a  unit. 

Mr.  Raker.  Is  it  yovtt  view  that  that  ^efmit  can  be  granted  to 
the  apj>jicant  for  power  AAd  for  irrigation? 

Mr.  Me^kiix.  I  think  so — ^yes — in  s6  far  as  the  structures  which 
he  builds  come  under  the  Hce^e.  We  might  grant  a  license  for  a' 
water-power  dev^lopihent,  and  the  diversion  canals  and  other  struc- 
tures for  irrigation  might  be  entirely  off  the  public  la'ncJs  tfnd  en- 
tirely out  of  the  jurisdiction  of  that  license. 

Mr.  Raker.  I  am  assuming  that  it  is  within  the  jurisdictiorf. 

Mr.  Merrill.  Th^n  it  should  be  covered. 

Mr.  Tatlor.  But,  Judge  Raker,  neither  this  committee  nor  this 
bill  grants  irrigation  rights.  It  has  not  any  power  to  grant  irriga- 
tion rights.  That  water  belongs  to  those  States.  It  does  not  be- 
long to  the  United  States  at  all. 

Mr.  Raker.  But  do  not  let  us  pass  over  that  hurriedly 

Mr.  Taylor  (interposing).  Let  me  finish  my  question  or  sugges- 
tion. This  is  a  power  bill  and  grants  rfghts  for  power.  Now,  if  a 
party  appropriates  Water  under  th6  State  law,  or  if  one  of  these 
companies  makes  an  appropriation  of  water  by  a  reserv6ir  or  other- 
wise for  irrigation,  unaer  the  State  law  they  will  have  that  addi- 
tional property  right  in  addition  to  the  power  privilege  granted 
here ;  but  this  bill  is  for  the  purpose,  as  I  understand  it,  of  giving 
authority  to  create  power  and  utilize  water  for  power  purposes. 

Mr.  Raker.  You  are  familiar  with  the  situation,  and  I  know  the 
witness  is,  that  in  nine  cases  out  of  ten  where  there  is  a  power  de- 
velopment in  the  semiarid  and  arid  States  of  the  west,  two-thirds  if 
not  all  of  the  water  can  be  used  for  irrigation.  The  same  law,  the 
same  rules,  and  the  same  principle  apply  to  the  water  development, 
its  storage,  its  use  and  application,  as  does  to  the  power  development, 
and  the  Government  ought  not  to  permit  or  provide  for  the  right  to 
use  its  lands  in  the  development  of  water  power  only  when  ail'  equal 
resource  can  be  obtained  by  providing  in  the  s^me  licenfefe  for  the 
development  and  use  of  that  water  for  irrigatioii.  That  is  what  I 
wanted  to  get  at. 

Mr.  Tatt/)r.  It  seems  to  me  you  are  complicating  two  matters  that 
are  not  necessarily  united  at  all. 

Mr.  Lever.  Let  us  find  otit  from  Mr.  Merrill  jUst  whftt  the  sit- 
nation  in  the  bill  is.  After  the  water  has  been  utilized  for  powei^ 
purposes,  have  you  the  power  in  this  bill  to  fix  in  the  terms  of  the 
license  what  shall  be  d6ne  with'  the  water? 

Mr.  Merrill.  I  think  we  would  have  thiis  authority  undbr  thier  bill. 
We  would  have  authority  to  fix  conditions  in  the  licence  thit  the' 
water  powe?'  should  be  developed  in  such  a  manner  that  if  the  licensee 
himself  did  not  untilize  the  water  that  passed  his  plant  for  irriga- 
tion, his  Uf5e  should  not*  interfere  with  anybody  else  taking  it  and 
using  it  for  that  purpose ;  and  under  the  provisions  of  subpara^ajih 
(a)  of  section  10,  the  commission  would  have  authority,  in  consider- 
ing licenses  or  applications  for  licenses,  to  require  that  all  the  uses  of 
thati  water  b6  cohsidered  and  the  relation  of  the  different  uses  to 
water-power  development  before  granting  a  license  for  a  wnter 
power. 

M'r*.  Lbver.  In^  other  words,  the  conditions  of  ybur  license  will  be 
such  that  you  will  not  only  use  this  water  for  navigation  or  water- 
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power  development,  but  in  the  language  of  the  bill,  for  "  other  bene- 
ficial public  uses"? 

Mr.  Merrill.  Yes ;  and  they  can  take  into  consideration  any  benefi- 
cial public  uses. 

Mr.  Raker.  I  want  to  call  your  attention  to  this  one  fact :  For  in- 
stance^ up  at  the  head  of  the  Sacramento  Valley  there  can  be  an 
extensive  hydroelectric  development  and  the  water  can  be  so  raised 
and  handled  that  it  is  above  all  of  that  land  below,  and  it  would  cost 
four  or  five  million  dollars  to  raise  it  for  irrigation  alone ;  whereas,  as 
a  matter  of  fact,  the  same  dam  and  the  same  installation  for  hydro- 
electric power,  canals,  tunnels,  etc.,  could  be  used  for  that  purpose; 
and  at  the  same  time  those  people  could  get  an  additional  use  in  dis- 
posing of  it  for  irrigation  purposes;  and  the  bill  ought  to  be  so 
framed  that  it  would  permit  the  department  to  get  that  other  use  of 
the  water,  and  if  it  is  not  in  the  bill,  I  want  to  make  a  suggestion  that 
it  be  included. 

Mr.  Lever.  Ask  him  if  it  is  in  the  bill. 

Mr.  Merrill.  In  my  judgment  it  is  covered  by  the  provisions  of 
subparagraph  (a)  of  section  10,  as  well  as  by  the  last  part  of  section  7 
in  the  preferences.  Not  only  should  the  scheme  of  development  be 
considered  in  relation  to  irrigation  and  to  navigation  and  to  water 
power,  but  also  to  flood  control.  There  will  be  many  projects  in  dif- 
ferent parts  of  the  United  States  where  flood  control  is  concerned, 
and  where  it  should  be  within  the  power  of  the  commission  to  require 
structures,  reservoirs,  etc.,  to  be  built  in  such  manner  or  used  in  such 
manner  that  they  may  be  of  benefit  in  flood  control  as  well  as  in  irri- 
gation, navigation^  and  water-power  development. 

Mr.  Raker.  So  it  covers  the  whole  subject? 

Mr.  Merrill.  Yes. 

Mr.  La  Follette.  Just  as  a  matter  of  information,  is  it  not  a  fact 
that  the  Government  when  it  builds  reservoirs  and  Government  work 
on  streams  within  the  various  States  of  the  Union  files  a  water  right 
just  the  same  as  an  individual? 

Mr.  Merrill.  Yes;  I  believe  so. 

Mr.  La  Follette.  And  consequently  you  would  have  to  frame  this 
bill  and  always  put  in  a  provision  that  it  would  be  subject  to  the 
rights  of  the  States  in  the  matter,  before  you  could  grant  to  this 
water-power  company  or  to  anybody  else  any  irrigation  rights  in  the 
use  of  the  water  other  than  right  at  the  dam  itself. 

Mr.  Merrill.  The  same  thing  is  true  before  we  could  grant  him 
any. license  for  the  power  development. 

Mr.  La  Follette.  I  did  not  know  about  that  part  of  it,  because 
that  does  not  take  the  water  away. 

Mr.  Merrill.  That  is,  we  are  requiring  in  here  that  he  shall  file, 
us  a  part  of  his  application  for  license,  authority  from  the  State  to 
use  the  water  for  the  purposes  proposed. 

Mr.  La  Follette.  Then,  accoraing  to  Judge  Raker's  ideas, -you 
would  only  grant  him  a  further  right  provided  the  State  was  willing 
that  the  water  should  be  used  for  irrigation  purposes? 

Mjr.  Merrill.  We  could  not  very  well  do  otherwise. 

Mr.  Raker.  I  do  not  want  the  matter  to  pass  out  of  your  mind 
right  there  and  leave  the  record  with  that  hiatus  in  it,  because  it  is  a 
fact  that  in  all  the  Western  States  when  you  make  your  application 


94  WATEB  POWER. 

to  appropriate  water  you  can  appropriate  it  for  all  the  uses  it  can  be 
put  to — ^hydroelectric,  irrigation,  domestic  use,  or  any  other  use — and 
that  is  all  under  the  one  notice. 

Mr.  Merrill.  Yes. 

Mr.  Raker.  And  in  making  a  development  that  would  thus  per- 
mit it  to  be  used,  it  ought  to  be  done. 

Mr.  Merrill.  It  ought  to  be  done. 

Mr.  Hamilton.  In  view  of  this  discussion  I  want  to  call  your  atten- 
tion to  the  language  in  the  title  of  the  bill "  for  the  use  of  lands  of  the 
United  States  in  relation  thereto,  and  for  other  purposes,"  and  ask 
you  to  construe  that  in  view  of  the  point  Judge  Baker  raised. 

Mr.  Merrill.  I  think  that  it  means  the  use  of  the  lands  of  the 
United  States  in  connection  with  power  development,  improvement 
of  navigation,  or  other  purposes. 

Mr.  Hamilton.  Very  well;  then  it  does  not  go  to  the  question  of 
irrigatintr  land. 

Mr.  Merrill.  I  think  "  other  purposes  "  covers  that.  I  do  not  see 
why  it  does  not.    That  is  my  opinion. 

Mr.  Sims.  Have  you  finished,  Mr.  Merrill? 

Mr.  Merrill.  I  wish  to  call  attention  to  an  addition  which  I  think 
should  properly  be  made  to  section  10.  I  was  speaking  yesterday  in 
connection  with  a  question  by  Judge  Raker  as  to  whether  different 
considerations  should  be  had  when  a  small  amount  only  of  public 
land  is  involved,  and  suggested  that  the  commission  should  have 
authority  to  grant  licenses  for  a  part  of  a  project,  particularly  when 
the  main  part  of  the  project  is  already  constructed  and  in  operation. 

This  will  be  particularly  necessary  in  connection  with  the  issuance 
of  licenses  for  transmission  lines  serving  projects  already  in  opera- 
tion. It  may  also  arise  in  connection  with  the  provision  of  addi- 
tional reservoir  capacity  required  for  a  plant  already  in  operation,  or 
for  service  conduits,  or  small  items  of  that  nature,  which  are  to  l>e 
used  in  connection  with  a  plant  now  operated,  and  it  is  not  necessary, 
in  my  judgment,  that  we  should  go  through  all  of  the  general  pro- 
cedure or  make  all  the  requirements  that  we  would  impose  upon  a 
complete  new  development. 

I  think  also  the  commission  should  in  such  circumstances  have 
authority  to  waive  certain  of  the  provisions  of  this  bill,  such  as  the 
recapture  provision,  in  the  cases  of  the  small  domestic  developments 
which  are  named  on  page  17  of  the  bill.  I  am  recommending,  there- 
fore, that  we  add  a  paragraph  at  the  end  of  section  10  to  read  as 
follows : 

In  issuing  licenses  for  a  part  (mly  of  a  complete  project,  or  for  c*omplete 
projects  of  not  more  than  50  horsepower  capacity,  the  connnlsslon  may,  in  its 
discretion,  waive  such  conditions,  provisions,  and  requirements  of  this  act  a» 
It  may  deem  equitable  In  the  circumstances. 

The  commission  is  given  authority  earlier  in  the  bill,  on  page  8, 
Bubsection  (d),  to  issue  licenses  for  the  purpose  of  constructing, 
operating,  and  maintaining  dams,  conduits,  transmission  lines,  and 
so  forth,  and  the  suggested  amendment  is  for  the  purpose  of  making 
it  clear  in  the  bill  that,  if  the  conditions  warrant  such  action,  licenses 
can  be  issued  for  these  parts  separately  and  not  necessarily  for  the 
unit  as  a  whole. 

Mr.  Raker.  I  find  in  section  26,  on  page  82,  you  require  the  Attor- 
ney General  to  commence  proceedings  upon  the  request  of  the  com- 


WATER  POWEB.  95 

mission.    Then  later  on  you  say  that  that  shall  be  done  at  the  request 
of  the  Secretary  of  War.    Why  is  there  that  distinction  ? 

Mr.  Merrill.  There  are  provisions  in  the  bill  for  issuing  orders 
in  connection  with  navigation  only  directly  by  the  Secretary  of  War, 
certain  matters  affecting  navigation  only,  and  those  are  the  orders 
that  are  intended  to  be  coverea  by  the  provision  to  which  you  refer. 

Mr.  Baker.  Do  you  not  think  it  ought  to  be  strengthened,  to  make 
it  the  duty  of  the  Attorney  General  to  commence  suit  when  requested 
by  the  Secretary  of  War? 

Mr.  Merrill.  You  mean  to  say  "  shall "  instead  of  "  may  "? 

Mr.  Ha'ker.  Yes. 

Mr.  Merrill.  It  might  be  advisable  to  do  so,  I  presume,  but  I  think 
it  would  have  the  same  effect. 

Mr.  Taylor.  Is  there  any  special  reason  why  that  jurisdiction 
should  be  given  to  the  Secretary  of  War  in  ordinary  cases?  Is  there 
any  reason  why  the  Secretary  of  War  should  have  jurisdiction  any 
more  than  the  nead  of  any  other  department? 

Mr.  Merrill.  Simply  because  it  happens  to  be  the  law  at  the 
present  time. 

Mr.  Taylor.  I  want  to  ask  you  a  question  about  the  amendment. 
If  you  do  not  have  some  amendment  such  as  you  suggest,  the  chance? 
are  that  the  established  plants  which  are  not  under  Governmen* 
license  might  not  be  permitted  to  be  connected  up  with  small  projects 
or  individual  enterprises  where  the  transmission  line  would  have  to 
run  across  some  Government  land? 

Mr.  Merrill.  That  is  the  situation.  I  do  not  think  there  is  any 
justification,  because  a  plant  happens  to  be  located  near  the  public 
land,  to  say  that  it  shall  not  me  connected  to  another  plant  by  a 
transmission  line  across  the  public  land  unless  the  plant  or  plants  to 
be  connected  and  located  on  private  land  shall  become  subject  to  all 
the  provisions  of  the  bill. 

Mr.  Taylor.  You  want  to  bring  the  whole  plant  under  it  because 
you  want  to  conserve  that  power  which  happens  to  have  the  trans- 
mission line  running  across  a  piece  of  Government  land? 

Mr.  Merrill.  The  provision  of  the  bill  should  not  be  made  retro- 
active ;  but  when  an  entirely  new  project  is  to  be  built,  and  the  pub- 
lic land  is  involved  in  it,  I  believe  the  general  provision  should  apply 
throughout. 

Mr.  DoREMus.  I  want  to  ask  you  a  question  in  reference  to  section 
20.  Section  20,  as  I  read  it,  deals  exclusively  with  interstate  or 
foreign  commerce. 

Mr.  Merrill.  Yes. 

Mr.  DoREMus.  It  is  evidently  contemplated  by  the  f ramers  of  this 
bill  that  these  water-power  companies  can  do  business  in  two  or  more 
States. 

Mr.  Merrill.  They  are  doing  it  now. 

Mr.  DoRBMus.  Yes;  they  are  doing  it  now.  In  the  same  sec- 
tion unfair,  unjust^  and  discriminatory  rates  are^prohibitod.  I  am 
interested  in  knowing  what  your  construction  of  that  section  is  re- 
garding the  jurisdiction  that  it  vests  in  the  commission  to  b?  created 
by  this  act  over  interstate  rates. 

Mr.  Merrill.  My  position  on  that  is  this — and  that  is  what  we  in- 
tended to  put  into  the  bill — ^that  in  cases  such  as  I  mentioned  yester- 
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4ay,  which  are  iUustrftted  hpra  [ii^dipftthig  on  i^ap]  where  ^  trans- 
mission line  runs  across  ^  Stat^  Une,  ai)d  the  same  conp[pany  ser\'es 
customers  in  twq  or  more  States,  t'hat  so  long  ^s  the  power  of  regu- 
lation of  rates  and  of  service  is  and  can  be  exercised  by  the  local 
authorities  it  had  better  be  left  with  the  local  authorities.  If  anj 
cases  should  arise  where  there  i§  a  disagreement  between  the  authori- 
ties pf  two  or  mqre  States  ove^'  questions  of  ratie  or  service  regula- 
tions, and  it  could  not  be  settled  between  those  authorities,  the^  it 
is  intended  that  the  matter  may  come  before  the  commission  for  set- 
tlement. 

Mr.  DoREMus.  Section  20  vests  no  jurisdiction  in  the  conunisi^on 
unless  the  various  3^t^  commissions  are  unable  to  agree  t^s  to  the 
character  of  service  and  the  rates  to  be  charged  to  the  consumer?? 

Mr.  MpBBTij..   Section  20  says  * 

Whenever  the  States  directly  oonperued  have  uot  the  authority  iu(]ivi0uaUy 
to  take  action  oy  are  unable  to  agree  through  their  properly  constituted  au- 
thorities on  the  services  to  be  rendered  or  pp  the  rates  of  jpnynient  j^herefor, 
or  on  the  aipount  or  character  of  securities  to  be  issjued,  Jurisdiction  is  hereby 
conferred  upon  the  commission,  upon  complaint  of  any  person  aggrieved,  upon 
the  request  of  any  State  concerned,  or  upon  its  own  initiative  to  enfprce  the 
proyislons  of  thl«  sectloiL  tp  i^galate  and  eoptrpl  no  m^ctk  of  ^e  seryices  ren- 
dered and  of  the  rates  or  payment  therefor  as  constitute  interstate  or  forelf^ 
commerce  and  to  regulate  the  issuance  of  securities  by  tUe  licensee. 

So  you  see,  whenever  the  States  do  not  have  the  authority,  Of 
if  they  have  the  authority  and  are  not  able  to  agree,  the  commission 
has  jurisdiction,  or  if  they  do  not  exerpise  the  autnority,  the  com- 
mission has  jurisdiction. 

Mr.  DoREMus.  I  would  like  to  know  whether  the  f ramei's  of  this 
bill  seriously  considered  the  question  of  vesting  the  jurisdiction  pver 
interstate  business  in  the  commission  proposed  to  be  created  by  this 
actf 

Mr.  MerbuXi.  Over  any  business  that  crosses  the  State  line! 

Mr.  DoRXKus.  Yes. 

Mr.  Merbill.  Yes ;  they  did  eopsider  it. 

Mr.  DoRBMus.  What  conclusion  did  th^y  rfdach? 

Mr.  Mbrrii^l.  The  conclusipn  th&t  wfis  reached  by  those  conceFiied 
in  drafting  this  bill  was  the  conclusion  which  J  have  started,  that 
matters  of  rates  and  servipe  which  are  loee^j  i^  their  character  should 
be  handled  by  the  local  authorities,  if  possible,  because  tbev  are  oil 
the  ground,  they  have  the  infprmatipn,  and  they  probably  could 
act  more  quickly.  Furthermore,  if  a  Federal  commission  should 
be  established  with  sole  jurisdiction,  and  nothing  was  left  to  the 
States  it  would  mean  that  a  very  considerable  machinery  would  have 
to  be  established  to  handle  it. 

Mr.  DoREMus.  Is  it  quite  accurate  to  say  that  a  business  whish  ex- 
tends through  two  or  more  States  is  a  local  business! 

Mr.  Merrill.  It  is  local  in  the  senee  I  intended  to  uee  the  word, 
that  it  is  confined  to  a  particular  locality,  although  that  particular 
locality  may  be  in  two  or  more  States. 

Suppose  we  say  that  in  all  cases  where  the  line  crosses  a  Stalio 
boundary  the  only  authiHity  whatever  shall  be  tiie  Federal  oon^- 
mission.  Here,  for  instance,  in  this  locality  [indicating  on  map]  is  a 
cx>ncem  which  is  one  of  the  largest  water-power  companies  m  the 
United  States.    Its  transmission  lines  run  across  the  State  lina.    At 
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the  top  of  the  State  there  is  a  concern  that  operates  in  Oregon  and 
California,  with  plant  in  both  States  and  transmission  across  the 
State  line.  There  is  one  operating  across  the  Washington-Oregon 
boundary,  across  the  Washington-Idaho  boundary,  across  the  Idaho- 
Utah  boundary,  and  across  the  Idaho-Montana  boundary.  In  fact, 
a  very  considerable  percentage  of  the  largest  western  development 
would  come  under  the  exclusive  control  of  the  commission  if  the 
only  criterion  of  jurisdiction  is  whether  the  lines  cross  State  bound- 
aries. 

Mr.  DoRBMus.  I  suppose  it  is  quite  likely  that  the  water-power 
companies  created  under  this  act  may  do  some  Canadian  business, 
eventually  ( 

Mr.  My.BBnifN  It  is  possible.  Power  is  now  being  brought  into 
northern  Washington  from  British  Columbia,  or  it  was,  at  least,  up 
to  a  short  time  ago. 

Mr.  DoREMus.  I  understand  that  some  power  is  being  generated 
at  Niagara  Falls  on  the  Canadian  side,  and  is  being  transmitted  to 
and  used  in  Detroit 

Mr.  MkbriTiTj.  There  have  been  for  a  good  many  years  power  de- 
velopments on  the  Canadian  side  at  Niagara  Falls,  the  power  from 
which  has  been  used  on  the  American  side,  and  is  still  being  used. 

Mr.  DoRBMus.  Where  should  the  final  authority  be  vested  as  to 
that  particular  kind  of  business) 

Mr.  Merrill.  If  a  question  arises  of  such  nature  that  it  can  not 
be  settled  by  the  contract  between  the  parties  it  becomes  an  interna- 
tional question. 

Mr.  DoREKus.  It  is  your  best  judgment,  and  the  judgment  of  those 
who  prepared  thi^  bill,  that  the  regulation  of  rates  and  charges  and 
aervice  aa  to  interstate  business  should  be  left  with  the  local  authori- 
ties, the  various  State  commisions? 

Mr.  Merrill.  If  they  do  it;  and  they  are  doing  it  now.  Similar 
questions  were  raised  four  years  ago,  when  the  otner  hearings  were 
held,  and  I  do  not  claim  to  be  competent  to  answer  them.  I  know 
that  the  Nevada  commission,  for  instance,  is  fixing  the  rates  in  Ne- 
vada for  power  which  is  delivered  from  plants  operating  in  Cali- 
fornia; I  do  not  know  whether  the  question  has  even  come  before 
the  courts  a&i  to  whether  such  business  is  or  is  not  interstate  com- 
merce, within  the  meaning  of  the  commerce  clause  of  the  Constitu- 
tion, so  that  exclusive  jurisdiotion  would  be  vested  in  the  Federal 
Government,  if  it  wished  to  exercise  it. 

Mr.  DoREMUB.  It  mi^ht  be  a  power  which  Congress  could  exercise, 
OF,  if  it  failed  to  eis^ercise  it,  could  be  left  in  the  jurisdiction  of  the 
State. 

Mr.  MBQiifLL.  It  is  my  judgment  that  so  long  as  it  is  satisfactorily 
handled  by  the  several  otatea  it  had  better  be  left  with  them. 

Mr.  EscH.  Did  you  consider  in  draftii^g  the  bill  that  you  were  giv- 
ing to  this  commission,  which  consists  of  three  Cabinet  officers,  legis- 
lative functions  with  refierence  to  interstate  traffic? 

Mr.  Merrhj*.  I  did  not  so  consider  it;  no. 

Mr.  Eso^.  The  Interstate  Commerce  Commission  is  a  branch  of 
Congress  and  exercises  aa  such  a,  legislative  function,  and  you  are 
here  giving  to  three  Cabinet  officers,  a  part  of  the  executive,  legisla- 
tive functions.    Why  did  you  giva  to  them  tbia  legi^lativa  function 
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which,  in  the  Shields  bill  and  the  Adamson  bill,  we  retained  in  the 
Interstate  Commerce  Commission? 

Mr.  Merrill.  For  two  reasons.  One  reason  is  that  in  this  bill  we 
had  cut  the  function  down  to  its  lowest  terms,  and  the  second  is 
that  it  is  so  interrelated  with  other  matters  affecting  water-power 
development  that  we  believed  that  the  entire  question  had  better  be 
handled  by  a  sin^I^  agency. 

Mr.  EscH.  I  think  you  get  duplication  in  that  way  instead  of  sim- 
plification. You  have  the  Interstate  Commerce  Commission,  with  its 
machinery,  with  its  experts,  its  experience  in  the  matter  of  handling 
schedules  and  things  of  that  kind,  and  with  all  its  field  service.  Why 
should  we  not  impose  upon  it  the  functions  you  are  trying  to  give  a 
commission  composed  of  three  Cabinet  officers  of  the  executive 
branch  of  the  Government? 

Mr.  Merrill.  It  could  be  done. 

Mr.  EscH.  Why  should  it  not  be  done? 

Mr.  Merrill.  My  idea  in  connection  with  the  Federal  regulation 
of  this  business  is  that  it  should  be  not  a  continuing  and  exclusive 
power  to  be  exercised  at  all  times  over  these  systems,  but  that  only 
the  occasional  case  is  likely  to  come  before  a  Federal  commission. 

Mr.  EscH.  That  is  the  case  in  the  Shields  bill  and  the  Adamson 
bill.  It  was  for  the  occasional  use  of  the  power  in  reference  to  inter- 
state matters  of  that  kind  that  we  give  it  to  the  Interstate  Commerce 
Commission. 

Mr.  Merrill.  Some  of  the  other  bills  provide  that  it  should  go  to 
a  single  Cabinet  officer. 

Mr.  EscH.  Yes;  but  those  two  bills  crystallized  upon  the  idea  that 
so  far  as  the  interstate  business  was  concerned  it  should  be  left  to  the 
bodies  that  we  had  heretofore  created  for  that  very  purpose.  So  I 
raise  the  point  as  to  whether  Congress  can  give  to  three  Cabinet 
officers,  formed  into  a  commission  in  that  way,  powers  that  are 
strictly  legislative.  The  making  of  rates  has  always  been  held  by  the 
United  States  Supreme  Court  to  be  a  legislative  function.  I  do  not 
care  to  have  you  pass  on  it  now,  but  I  suggest  it  to  you  for  your  con- 
sideration. 

Mr.  Anderson.  Upon  what  theory  is  it  assumed  that  rates  or  serv- 
ice can  be  the  subject  of  an  agreement  between  the  State  authorities 
of  the  different  States? 

Mr.  Merrill.  Suppose  the  State  of  California,  for  example,  should 
fix  the  rates  on  this  part  of  a  proiect  [indicating  on  map] — fix  serv- 
ice conditions  so  that  they  would  require  90  p-^r  cent  of  the  power 
that  formerly  went  into  Nevada  to  stay  in  California.  Then  sup- 
pose that  the  Nevada  commission  orders  90  per  cent  of  the  power 
which  is  being  used  in  California  to  come  over  into  Nevada. 

Mr.  Anderson.  The  question  I  am  asking  you  is  a  legal  question. 
As  Mr.  Esch  said,  the  determination  of  a  rate  or  service  is  a  legisla- 
tive question.  If  it  involves  intrastate  service  it  belongs  to  the  State 
legislature  or  to  a  rate  commission  created  bv  the  State  le^slation. 
If  it  involved  interstate  transactions,  it  properly  belongs  to  the  legis- 
lative body  of  the  National  Government.  In  neither  case  can  the 
rates  be  made  the  subject  of  barter  between  the  States  concerned, 
can  they  ? 

Mr.  Merrill.  I  do  not  beliAVA  r.«\ 
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Mr.  Anderson.  Is  not  that  what  this  bill  does'^ 

Mr;  Merrill.  No.  It  was  not  inttended  to  be  approached  from 
that  direction,  but  more  from  the  angle  of  the  case  I  have  just  men- 
tioned, where  there  was  a  conflict  in  regard  to  the  conditions  imposed 
on  the  transmission  of  power,  where  conflicting  conditions  were  im- 
posed by  the  authorities  of  two  States,  both  of  which  could  not  be 
complied  with.  In  such  cases,  if  the  power  crossed  the  State  lines  the 
Federal  (Commission  could  act,  you  might  say,  as  a  referee  to  deter- 
mine the  question. 

Mr.  Akderson.  But  your  power  to  regulate  service  and  rates 
would  have  to  rest  upon  the  power  to  regulate  commerce,  and  not 
on  this  agreement. 

Mr.  Merrill.  It  certainly  would.  If  it  is  not  interstate  commerce, 
the  Federal  Government  can  not  do  anything  with  it,  anyway. 

Mr.  Raker.  I  would  like  to  call  your  attention  again  to  section  26. 
particularly  to  that  part  beginning  with  line  1  on  page  32,  "or  or 
any  lawful  regulation  or  order  promulgated  hereunder."  Would 
that  permit  tliis  ])roposed  commission  to  make  an  order  or  to  pro- 
mulgate any  rule  or  regulaticm  after  the  permittee  had  obtained  his 
permit,  if  he  did  not  comply  with  the  terms  of  it?  We  would  au- 
thorize the  commission,  under  this  section,  to  direct  the  Attorney 
General  to  commence  proceedings  to  revoke  the  right. 

Mr.  Merrill.  1  do  not  think  so.  It  is  the  intention,  and  the  lan- 
^lage  is  so  drafted  in  connection  with  the  licensing  section,  that 
every  condition  to  be  imposed  upon  a  licensee  shall  be  expressed  in 
his  license,  that  his  full  liability  shall  be  expressed  in  it,  and  that 
nothing  that  may  be  done  subseauently,  either  by  an  amendment  of 
this  act  or  by  regulations  under  tne  act,  shall  affect  the  license  which 
has  been  issued. 

Mr.  Baker.  The  measure  provides  that  proceedings  may  be  had 
against  a  permittee  for  violation  of  the  provisions  of  the  act,  or  any 
rules  or  regulations  promulgated  by  the  commission  under  the  act. 
Thiit  is  intended  to  mean  rules  or  regulations  promulgated  before 
the  permit  is  granted. 

Mr.  Merrill.  Yes. 

Mr.  Raker.  Section  1  creates  the  commission? 

Mr.  Merrill.  Yes. 

Mr.  Raker.  Under  section  4  there  is  certain  authority  given  the 
commission,  and  certain  power;  is  that  right? 

Mr.'  Merrill.   Yes. 

Mr.  Raker.  It  is  intended  to  plac€  all  of  this  development  into 
the  hands  of  this  commission? 

Mr.  Merrill.  Yes. 

Mr.  Raker.  And  the  commission  is  authorized  to  make  rules  and 
regulations  ? 

Mr.  Merrill.  Yes. 

Mr.  Raker.  And  it  is  the  duty  of  the  commission  to  determine 
whether  the  permittee  is  complying  with  the  rules  and  regulations; 
and  if  he  is  not,  to  request  the  Attorney  General  to  commence  pro- 
ceedings for  the  revocation  of  the  permit,  and  the  commission,  as  a 
commission,  is  authorized  to  promulgate  rules  and  regulations,  and 
not  anv  individual? 

Mr.  Merriix.  Yes. 
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Mr.  Rakek.  Now,  I  want  to  call  your  attention  to  sections  25 
and  26.  In  line  6  of  section  25  the  Secretary  of  War  is  givto  po^er 
aside  frotn  any  power  given  the  commission  as  a  commission^  and  you 
authorize  him  to  make  rules  and  regulations,  and  in  lines  16  ahd  19, 
on  page  31.  yoU  do  the  satne  thing,  and  then  again  you  do  the  same 
thin^  in  lines  11  and  12^  on  page  32. 

After  you  have  given  the  commission  power^  you  then  Authorise 
the  Secretary  of  War  to  make  rules  and  regulations,  and  allow  the 
Secretary  of  War  to  direct  the  commencing  of  a  suit  and  to  do  all 
other  things  that  you  in  the  first  instance  provide  that  the  comtnis- 
sion  shall  do. 

Do  you  not  believe  that  the  whple  thing  should  remain  in  the 
commission,  and  not  in  any  individual  head  of  a  department! 

Mr.  Merrill.  The  only  authority  the  Secretary  of  Waf  has  under 
this  legislation  to  issue  regulations  or  orders  or  to  require  their 
fenforcement  is  for  matters  connected  strictly  with  navigation^  and 
which  are  within  his  power  at  the  present  time. 

Mr.  Raker.  But  the  bill  does  not  say  so.  The  bill  authorizes  him 
to  make  rules  and  regulations  as  to  what  they  shall  do,  and  he  can 
subpoena  them  when  he  so  desires.  In  the  first  part  of  the  bill  you 
fix  the  jurisdiction  in  the  commission. 

Mr.  Merrill.  The  general  jurisdiction  is  in  the  commission,  and 
the  Setiretary  of  War  can  issue  re^julations  or  orders  only  as  spe- 
cifically provided  in  different  portions  of  the  bill.  One  of  those 
places  is  at  the  bottom  of  page  17,  in  subsection  (a)  of  section  11: 

That  such  licenses  shall,  to  the  extent  necessary  to  preserve  and  improve 
havigation  facilities  at  least  equivalent  to  those  existing  prior  to  the  constnic- 
tion  of  such  dams,  construct  in  whole  or  In  part,  without  expense  to  the  United 
States,  In  connection  with  such  dam,  a  lock  or  locks,  l>ooms,  sluices,  or  other 
structures  for  navigation  purposes,  in  accordance  with  plans  and  Q)eclficatlon8 
approveil  by  the  Chief  of  Engineers  and  the  Secretary  of  War  and  made  a  part 
of  such  license. 

That  is  the  same  as  is  required  undet  existing  legislation. 

Mr.  Raker.  In  addition  to  thiit  they  would  have  to  receive  the 
approval  of  the  commission? 

Mr.  Merrill.  Yes;  they  would. 

Mr.  Raker.  On  page  8i  you  authorize  the  Secretary  of  War,  indi- 
vidually, to  do  the  thing  which  you  authorize  the  commission  to  do. 

Mr.  Merrill.  It  is  not  so  intended. 

Mr.  Raker.  If  you  read  it  you  will  see  that  is  so.    It  says:  , 

That  any  licensee,  or  any  iierson.  whtt  shall  willfully  fail,  or  who  shall  refuse 
t(»  roniply  with  any  of  the  pmvisioiis  of  this  act.  or  with  any  of  the  eondltlons 
nunle  a  part  of  any  license  issued  hereunder,  or  with  any  sultiHena  of  the  com- 
mission, or  with  any  rejfulatinn  or  lawfid  order  of  the  eonnnission.  or  the  Sec- 
retai'y  of  War,  issuwl  or  nunle  in  accordance  with  tlie  provisions  of  tills  net, 
shall  he  deemed  frnilty  c»f  a  nus<lemean<a',  an<l  on  c(Hivletion  thereof  shall,  In  the 
<liscretion  uf  the  ccmrt,  be  puidsluMl  l>y  a  tine  of  not  exceeding;  .$1,(HK),  In  addition 
to  other  penalties  herein  prescribed  or  ju-ovided  by  law;  and  in  any  case  arising 
under  the  provisions  of  this  section  an  ai>peal  or  writ  of  error  from  tlie  decision 
of  said  court  may  be  taken  either  by  the  Inited  States  or  by  the  defendant ;  and 
every  month  any  such  licensee,  or  any  such  pers(m,  shall  remain  in  default  after 
written  notice  from  the  cH>nmdssion,  or  from  the  Secretary  of  War,  shall  be 
deeineil  a  new  and  separate  offense  i>unishable  as  aforesaid. 

Mr.  Merrill.  Yes;  but  it  says: 

With  any  re^ulationn  or  lawful  onler  of  the  connnissi<m,  <»r  of  the  Sei'retary 
of  War.  issue<l  or  made  In  accordance  witli  the  provisions  of  this  act. 
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Mr.  Raker.  How  can  the  Secretary  of  War  maintain  a  separate 
and  distinct  office  force,  with  rules  and  regulations  to  be  enforced  by 
him,  when,  in  the  first  instance,  you  give  that  to  the  commission? 

Mr.  Mt^RRiLL.  Only  ovei*  those  subjects  that  are  specifically  named 
hfere  as  within  the  exclusive  jurisdiction  of  the  Secretary  of  War, 
which  means  that — I  do  not  see  the  place  in  the  bill  ri^ht  now — but 
it  is  in  connection  with  the*  maintenance  of  lights  and  signals.  That 
is  ohe  of  the  things  over  which  the  Secretary  of  War  is  given  exclu- 
sive jurisdiction. 

Mr.  Baker.  You  will  notice  that  at  the  end  of  that  section  it  is 
made  a  crime  to  violate  any  orders  of  the  Secretary  of  War,  and  you 
create  the  commission  t6  do  the  whole  thing.  Yoii  have  a  commission 
making  rules  and  regulations  and  orders,  thie  violation  of  which  is  a 
crime,  and  you  allow  the  Secretary  of  War  to  do  the  same  thing,  and 
the  violation  of  any  rules  or  regulations  or  orders  of  the  Secretary  of 
War  is  made  a  crime,  too.  I  am  wondering  whether  you  do  not 
intend  that  they  shall  all  be  in  the  commission,  and  that  there  shall 
be  no  division  of  responsibility? 

Mr.  EscH.  Is  not  the  reason  for  the  conveying  of  that  authority 
the  fact  that  orders  issued  bv  the  Secretary  of  War  mav  be  issued 

.  •  ■  » 

under  war  conditions? 

Mr.  Merrill.  The  reason  was  this,  that  we  simply  wanted  to  put 
into  this  legislation,  as  there  is  in  existing  legislation,  those  specific 
powers  which  the  Secretary  of  War  and  the  Chief  of  Engineers  of 
the  Army  exercise  over  purely  navigation  matters,  such  as  the  ap- 
proval OT  plans  for  navigation  structures,  and  the  rules  and  regula- 
tions for  the  operation  of  locks  and  for  the  maintenance  of  lights 
and  signals,  exclusively  navigation  matters. 

Mr.  Taylor.  Is  there  any  danger  of  the  Secret4ir}'  of  War  assum- 
ing that  navigation  is  affected  by  all  the  water  running  in  a  naviga- 
ble stream,  up  to  the  termination  of  a  small  tributary  ? 

Mr.  Merrill.  He  has  no  authority  to  issue  licenses,  under  this  act. 

Mr.  Taylor.  Could  he  not  assume  that  what  was  done  in  the 
smaller  streams  affected  navigation? 

Mr.  Merriiju  He  might. 

Mr.  TA^^X)R.  In  that  way  he  would  practically  supersede  other 
authoritv,  over  the  countrv,  and  become  in  charge  of  all  streams  from 
their  mouths  to  their  sources. 

Mr.  Merrill.  He  can  assume  no  such  authority  as  that  under  this 
legislation. 

Mr.  Tayloij.  Is  thei-e  anything  here  that  would  give  him  that 
broadest  possible  assumption  of  power? 

Mr.  Merrili..  It  is  not  so  intended,  and  I  do  not  think  there  is  any- 
thing here. 

Mr.  Taylor.  If  there  is  anything  like  that  in  this  bill,  I  think  that 
Judge  Raker's  idea  is  well  worth  consideration. 

Mr.  Merrill.  Those  are  simply  particular  items,  which  are  strictly 
concerned  with  navigation,  the  approval  of  structures  that  go  across 
navigable  streams,  which,  under  the  law  at  the  present  time  are 
within  the  joint  juiisdiction  of  the  Chief  of  Engineers  of  the  Army 
and  the  Secretary  of  War,  and  rules  and  regulations  for  the  niain- 
tonance  of  pools  and  for  the  use  of  locks. 

\f r.  TaVix)R.  You  do  not  think,  then,  that  that  language  could  be 
construed  to  extend  to  the  waters  of  nonnavigable  tributaries? 
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Mr.  Merrill.  I  do  not  think  so ;  no. 

Mr.  Raker.  I  want  to  direct  your  attention  to  that  again.  This 
provision  authorizes  the  Secretary  of  War  to  make  the  rules  and 
regulations  and  orders  provided  m  this  act,  and  then  you  provide 
that  a  man  who  violates  the  rules  and  regulations  or  orders  of  the 
Secretary  of  War  is  guilty  of  a  crime.  But  further  back  in  the  l>ill 
you  provide  that  the  commission  has  the  power  to  make  all  rules  and 
regulations  under  this  act,  and  you  provide  that  if  the  rules  and  reg- 
ulations prescribed  by  the  commission  under  this  act  are  violated 
that  that  constitutes  a  crime.  Why  should  you  not  confine  all  the 
acts  and  things  that  can  be  done  under  the  jurisdiction  and  authori- 
zation given  by  this  bill  to  the  commission  alone? 

Mr.  SIerrill.  It  could  be  done. 

Mr.  Raker.  Do  ymi  not  think  it  ought  to  be  done  i 

Mr.  Merrill.  Understand,  Judge  Raker,  that  the  only  special  juris- 
diction intended  to  be  granted  under  this  bill  to  the  Secretary  of 
War  is  that  special  jurisdiction  which  he  now  exercises  and  has 
always  exercised  under  existing  legislation. 

Mr.  Raker.  If  we  have  a  provision  in  this  bill  affecting  jurisdic- 
tion over  the  matters  involved  in  this  bill,  and  giving  that  jurisdic- 
tion to  a  commission,  ought  we  not  to  confine  it  to  that  connnission 
alone? 

Mr.  Hamilix)x.  The  connnission  acts  subject  to  the  powers  already 
vested  in  the  Secretary  of  War,  and  those  powers  are  not  taken  aw:\v 
from  the  Secretary  of  War. 

Mr.  Merrill.  They  were  not  intended  to  be  taken  away.  Those 
special  powers  have  reference  to  navigation,  and  navigation  only. 
Tlie  section  I  was  looking  for  a  while  ago,  to  which  I  referred, 
is  on  pages  24  and  25,  section  14 : 

That  the  oi)eration  of  any  navi^atioii  facilities  which  may  l>e  constructed  as 
a  part  of  or  in  connection  witli  any  dam  uv  diversion  structures  buUt  under 
the  provisions  of  this  act,  whether  at  tlie  exi)ense  of  a  licensee  hereunder  or 
of  the  United  States,  shall  at  all  times  he  c(mtrolled  by  such  reasonable  rules 
and  regrulations  in  the  Interest  of  navigation,  including  the  control  of  the 
level  of  tlie  pool  cause<l  by  such  dams  or  diversion  structure  and  the  discharge 
of  waters  therefrom  during  flrMxl  or  drought  or  otherwise,  as  may  be  set 
forth  in  the  license. 

Originally  that  read,  in  line  8,  "  as  may  be  made  from  time  to  tune 
by  the  Secretary  of  War,''  but  it  was  amended  to  read  "  as  may  be 
set  forth  in  the  license."  We  thought  matters  of  that  sort  ought  to 
be  in  the  license. 

Mr.  Baker.  That  is  the  reason  I  called  that  matter  to  your  atten- 
tion. You  give  the  broad  power  to  the  commission  and  they  ought 
to  have  it  and  have  it  exclusively,  and  then  in  the  last  part  of  the  bill 
you  say  the  Secretary  of  War  can  do  all  this  work  alone. 

Mr.  Merrill.  I  do  not  think  that  that  follows. 

Mr.  EscH.  It  is  also  said  in  that  section,  section  18,  that  certain 
power  is  given  to  the  Secretary  of  Commerce  in  relation  to  fishways, 
and  we  divide  the  jurisdiction  there. 

Mr.  Raker.  What  I  am  driving  at  is  this 

Mr.  EscH  (interposing).  I  understand  your  point. 

Mr.  Saker.  What  I  was  saving  was  this,  that  we  give  the  power, 
all  the  authority  in  the  act  tor  the  creation  of  a  commission,  and 
we  give  them  all  jurisdiction.     Having  created  the  commission,  and 
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once  given  them  that  jurisdiction,  ought  not  that  conunissiou,  and 
that  commission  alone,  exercise  that  power? 

Mr.  EsCH.  I  can  very  readily  imagine  that  the  Government  might 
build  a  dam  for  use  in  the  manufacture  of  nitrates  for  powder.  It 
seems  to  me  that  the  Secretary  of  War  should  have  control  over  a 
matter  of  that  kind,  and  we  ought  not  to  dilute  his  authority. 

Mr.  Raker.  I  do  not  want  to  dilute  the  Secretary's  authority;  but 
I  want  to  keep  him  within  the  confines  of  the  jurisdiction  given  by 
this  legislation. 

Mr.  Merrill.  The  authority  of  the  Secretary  of  War  to  make  rules 
and  ]*egidations  under  the  provisions  of  this  act  is  confined  to  those 
propositions  specifically  named  in  the  act  as  applying  to  the  Secre- 
tary of  War,  such  as  the  provision  set  forth  in  the  last  half  of  the 
section  I  have  just  been  reiorring  to,  in  reference  to  the  maintenance 
of  lights  and  signals,  and  that  was  left  to  the  Secretary  of  War  be- 
cause the  Secretary  of  War  has  jurisdiction  under  existing  legisla- 
tion over  those  matters. 

Mr.  McLaughlin.  The  Secretary  of  Commerce  has  jurisdiction 
over  some  of  the  matters  mentioned  in  section  18. 

Mr.  Merrill.  The  Secretary  of  Commerce  has  jurisdiction  over 
fishways  because  under  existing  legislation  the  Secretary  of  Com- 
merce has  that  authority. 

Mr.  Anderson.  Does  the  Secretary  of  Commerce  have  jurisdiction 
over  some  of  the  lights  on  navigable  streams? 
Mr.  Merrill.  I  do  not  know  whether  that  is  so  or  not. 
Mr.  EsCH.  The  Lighthouse  Service  is  under  the  jurisdiction  of  the 
Secretary  of  Commerce. 

Mr.  Candler.  As  I  undei-stand  it,  the  jurisdiction  of  the  Secre- 
tary of  War  under  this  bill  applies  only  to  those  matters  over  which 
he  already  has  jurisdiction  by  existing  legislation? 
Mr.  McRRiLii.  Yes. 

Mr.   (.^ANDi^R.  And  those  are  the  only  matters    in    which    this 
measure  gives  jurisdiction  to  him:  otherwise  it  gives  the  jurisdiction 
to  the  commission? 
Mr.  Merrill.  Yes,  sir. 

Mr.  EscH.  On  the  inland  waters,  especially  the  Mississippi  River, 
the  Lighthouse  Service  is  under  the  jurisdiction  of  Army  officers, 
while  on  the  coast  the  Lighthouse  Service  is  inider  the  jurisdiction 
of  the  Department  of  Commerce. 

The  Chairman.  I  want  to  ask  you  a  ijuestion  in  reference  to  the 
matter  of  recapture.  Under  this  bill,  when  the  commission  is  cre- 
ated— I  am  excluding  the  public  hinds — I  go  to  the  commission  and 
I  say  here  is  a  river,  and  it  is  a  navigable  stream  in  the  sense  that 
some  navigation  is  possible  on  it.  T  make  application  to  the  com- 
mission to  put  up  a  dam  there  in  the  aid  of  navigation.  The  com- 
mis^?ion  looks  into  tlie  matter  and  determined  that  it  is  a  navigable 
stream  and  tliat  six  dams,  for  instance,  10  feet  high,  located  at  dif- 
ferent places,  would  give  all  of  the  depth  of  water  that  navigation 
deniancis. 

But  I  say  I  want  to  build  oO-foot  dams  for  the  reason  that  then 
water  power  will  be  developed  that  will  enable  me  to  make  all  these 
improvements  at  a  profit,  having  a  50  year  period  in  which  to  re- 
ceive profits. 
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The  50-foot  damB  will  furhish  navigable  water  in  excess  of  what, 
according  to  the  regular  estimate  of  the  commission,  is  necessary. 
According  to  their  estimate,  we  will  say,  the  10  feet  height  of  dam 
is  sufficient.  The  10-foot  dam  will  cost  only  about  10  per  cent  of 
what  the  50-foot  dam  will  cost. 

Looking  alone  to  the  improvement  of  the  rivier  fot'  the  purpose 
of  navigation,  would  this  commission  have  the  right  to  authorize 
and  direct  that  50-foot  dams,  causing  such  a  lfii*ge  amount  of 
expenditure,  may  be  erected  so  that  the  resulting  water  power  may 
be  a  pi-ofitable  water  power,  whereas  10-foot  dams  might  not  do 
that  ? 

Mr.  MfcRRiLL.  I  think  they 

The  Chairman  (interposing).  Would  this  commission  have  the 
power  to  do  that,  under  the  navigation  clause? 

Mr.  Merrill.  Yes.  In  one  case  you  would  have  six  low  dams^  and 
in  the  other  case  ybu  would  have  one  high  dom.  The  construction 
in  the  second  case  would  be  cheaper  than  in  the  first  case,  and  yoU 
could  more  quickly  develop  your  locks  and  dams,  as  a  matter  of  cbn- 
struction  and  the  more  ^^ickly  secure  navigation  facilities.  The 
chances  ar^  also  that  not  only  Would  you  get  additional  power  by 
the  high  dam,  but  that  better  navigation  facilities  would  also  be 
obtained. 

The  Chairman.  You  ate  assuming  that  the  dams  will  be  close 
enough  together  to  do  that? 

Mr.  Merrill.  Yes. 

The  Chairman.  Suppose  that  there  are  five  dama,  and  assuming 
that  there  is  four  times  the  volume  of  water,  and  assuming  that  there 
is  another  one  built 

Mr.  Merrill  (interposing).  We  were  assuming  that. 

The  Chairman.  But  it  will  be  impossible  now  for  one  dam  built 
anywhere  to  take  the  place  of  the  five.  In  other  words,  say,  let  us 
put  them  far  enough  apart  so  that  there  would  be  six  separate  dams 
to  create  six  water  powers  by  the  50-foot  dams;  would  this  commit- 
tee have  the  right,  looking  alone  to  the  interest  of  creating  water 
power,  to  authorize  the  50-foot  dams  built? 

Mr.  Merrill.  In  my  judgment,  yes. 

The  Chairman.  In  the  interest  of  navigation? 

Mr.  Merrill.  Not  exclusively  in  the  interest  of  tiavigation,  but  I 
think  when  navigation  is  improved  and  it  is  certain  that  the  dam  as 
constructed  will  improve  navigation,  neither  the  commiasion  nor 
Congress  is  estopped  from  doing  that  if  they  can  get  a  public  benefit 
out  of  it. 

The  Chairman.  Suppose  a  bill  came  before  the  House  to  improve 
this  river  and  the  Army  engineers  were  to  report  that  six  10-foot 
dams  are  all  that  are  needed;  would  Congress  be  authorized  to  ap- 
propriate money  to  build  60-foot  dams  to  improve  navigation,  and 
would  it  be  wise  to  do  so? 

Mr.  Merrill.  In  my  judgment  they  would  be  authorized  to  build 
50-foot  dams  for  a  combined  power  and  navigation  use,  even  though 
they  might  not  be  authorized  to  build  the  dams  at  all  if  only  power 
development  could  be  obtained.  I  assume  that  Congreas  would  not 
authorize  their  construction  to  a  height  of  50  feet  unless  it  was 
intended  that  the  Grovemment  should  develop  and  use  the  poWef. 
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Th^  Chairman.  That  assumes  that  Congress  has  the  right  to  make 
an  appropriation  for  the  purpose  of  creating  water  power  for  such 
reyenue  purposes  as  inay  follow  the  creating  bf  such  power.  If 
Congress  only  has  the  right  to  improve  navigable  streams,  that  right 
is  limited  to  the  extent  that  such  an  improvement  is  required.  In 
creating  an  entirely  different  use  not  included  within  the  power  of 
Congress  to  regulate  navigable  streams  or  to  improve  navigation  dbes 
nbt  the  propositioh  in  regard  to  a  50-foot  dam  involve  the  absolute 
necessity  of  the  Government  under  the  recapture  clause  to  take  this 
property  and  pay  for  it,  according  to  the  provisions  in  the  bill^  ahd 
IS  not  80  per  cent  of  the  recapture  price  in  that  so  far  as  the  con- 
titiued  improvement  of  navigation  is  concerned  ? 

Mr.  Merrill.  But  at  the  end  of  50  years^  if  it  is  hot  a  good  bar- 
gain, there  is  no  compulsion  upon  the  Government  to  take  it. 

The  Chairman.  Take  such  a  splendid  proposition  as  a  manufac- 
turing plant,  so  far  as  being  warranted  in  mamtaining  navigation  is 
concerned,  it  would  be  a  very  expensive  proposition. 

Mr.  MKRRHjfc  That  may  be. 

The  Chairman.  Does  this  bill  contemplate  that  the  Grovernment 
can  take  over  at  the  end  of  50  yeilrs  and  operate  a  plant  as  a  com- 
mercial enterprise,  regardless  of  the  necessities  of  navigation  ? 

Mr.  Merrill.  It  can<,  if  it  has  the  authority  at  that  time  to  go  into 
business  in  general.  It  would  have  authority  to  take  over  any  plant 
at  any  time,  if  it  used  it  for  strictly  governmental  purposes,  just 
as  it  commandeered  power  at  Niagara  Falls  and  is  building  its  own 
plant  at  Muscle  Shoals. 

The  Chairman.  That  is  for  governmental  purposes? 

Mr.  Merrill.  I  assume  that  under  our  laws  as  existing  at  the  pres- 
ent time  the  Government  either  could  not  or  would  not  go  into  the 
power  business  as  a  public  utility. 

The  Chairman.  Do  we  have  the  power  noW,  under  the  Constitu- 
tion, to  build  a  dam  simply  for  the  purpose  of  creating  water  power, 
and  would  the  Government  have  the  power  to  distribute  that  water 
power,  either  by  direct  use  or  otherwise? 

Mr.  MerHill.  I  can  not  answer  that  question. 

The  Chairman.  If  we  do  not  have  it  now,  we  could  not  do  it  at 
the  end  of  50  years. 

Mr.  Merrill.  Let  us  say  that  there  is  a  dam  to  be  built  on  a 
stream  and  the  Government  wants  it  for  navigation  purposes.  We 
will  say  the  only  interest  the  Government  has  is  navigation;  that 
it  does  not  wish  to  spend  the  money  itself,  but  it  wants  to  get  some- 
body else  to  spend  it.  Therefore  it  says  to  the  applicant :  "  If  you 
will  go  out  there  and  build  a  dam  that  will  satisfy  our  navigation 
needs,  you  can  build  it  as  high  as  you  need  it  to  satisfy  your  power 
needs.  It  is  only  on  such  a  basis  as  that  that  you  can  get  the  private 
developer  into  the  proposition  at  all. 

The  Chairman.  But  suppose  the  Government,  for  the  i)urpose  of 
navigation,  needs  only  a  10-foot  dam,  and  you  think  that  for  water- 
power  purposes  a  10- foot  datn  is  worthless.  Would  you  build  that 
dam  beyond  the  height  that  the  improvement  of  navigation  requires  ? 
Is  it  not  beyond  the  jurisdiction  of  Congress  to  do  that  ? 

Mr.  Merrill.  I  do  riot  think  so,  because  Congress  is  giving  to  the 
licerisee  through  the  commission  anthorlKation  to  build  to  the  greater 
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height,  and  that  authorization  is  the  consideration  for  which  the 
Government  gets  the  navigation. 

The  Chairman.  But  at  the  end  of  the  period  the  Government  must 
take  over  the  property  from  the  standpoint  of  its  manufacturing 
value  or  use  value  rather  than  from  the  standpoint  of  necessity  for 
navigation  purposes? 

Mr.  MERRHJi.  But  again  I  say,  Mr.  Chairman,  that  there  is  no 
compulsion  upon  the  part  of  the  Government  to  do  that.  It  is  only 
that  the  Government  may,  at  the  end  of  50  years,  take  it  over  at  cost. 

The  Chairman.  It  may  not  be  in  the  sense  of  maintaining  the 
navigation  facilities  that  the  dam  affords? 

Mr.  Merrill.  But  it  can  have  those  maintained  by  continuing  the 
license,  or  by  giving  it  to  somebody  else. 

The  Chairman.  As  a  manufacturing  proposition  it  is  very  valu- 
able, but  this  company  may  say  that  it  is  their  money  which  is  in 
there,  and  that  the  Government  does  not  need  it  for  navigation  pur- 
poses, and,  therefore,  the  Government  has  no  right  to  take  it  away 
from  the  company  without  paying  the  company  the  full  value,  what 
the  bill  provides  for.  When  the  Government  pays  the  full  value, 
has  it  not  the  right  to  maintain  the  property  and  manufacture  any- 
thing that  is  necessary  to  maintain  it  as  a  valuable  property  after- 
wards, in  case  the  (iovernnient  recaptures  it? 

Mr.  Merrill.  For  nitrates  or  munitions  of  war  ? 

The  Chairman.  It  does  not  make  any  difference.  The  company 
might  be  making  paper,  for  instance.  Do  vou  not  see  how  these 
combinations  could  get  together  and  say,  "we  will  not  take  this 
contract ;  we  do  not  have  to  do  it."  Then  could  the  Government  pro- 
tect itself  in  the  recapture  by  allowing  a  competing  manufacturing 
concern  in  there,  or  is  it  compelled  to  pay  them  whatever  they  can 
get  for  it? 

Mr.  Merrill.  The  Government  will  do  one  of  three  things.  If  it 
is  not  satisfied  with  the  operations  of  the  existing  licensee  and  does 
not  believe  it  can  get  satisfactoiy  operations  from  the  existing 
licensee  for  a  new  period,  it  can  issue  a  license  to  somebody  else.  If 
it  does  not  it  can  do  one  of  two  things.  It  can  either  issue  a  new 
license  to  the  existing  licensee,  or  it  can  take  over  the  property  for 
its  own  use.  It  will  not  take  over  the  property  for  its  own  use  un- 
less it  needs  it  for  its  own  use. 

The  Chairman.  You  mean  its  own  use  in  regard  to  manufacturing 
such  materials  as  the  Government  needs  as  a  Government? 

Mr.  Merrill.  We  do  not  know  what  powers  the  Federal  Govern- 
ment may  have  50  years  from  now.  It  may  be  that  our  govern- 
mental policies  will  so  change  that  the  Government  itself  will  be  in 
the  business  of  developing  and  distributing  power.  It  may  get  that 
authority,  and  if  it  does  it  can  take  the  property  over  for  that  pur- 
pose. But  I  will  assume  that  it  has  no  greater  authority  than  it  has 
now,  and  the  only  thing  it  could  do  would  be  to  take  it  for  some 
specifically  governmental  purpose. 

The  Chairman.  If  the  Government  has  no  power  to  do  anything 
more  than  to  improve  navigation  to  the  extent  that  navigation  re- 
quires, then  so  far  as  anyone  else  spending  more  money  there  is  con- 
cerned it  seems  to  me  they  would  have  no  right  to  recover  anA^hing 
except  so  much  as  they  might  save  the  Government  from  expending, 
which  would  be  the  amount  they  spent  for  navigation  only. 
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Mr.  Merrill.  If  the  Congress  grants  the  commission  authority  to 
enter  into  contracts  with  licensees  under  these  conditions,  I  have 
no  doubt  but  that  the  contracts  would  be  valid. 

The  Chairman.  There  is  no  doubt  but  that  the  licensee  would  have 
to  give  it,  but  what  I  want  to  know  is  whether  the  Government  is 
going  to  buy  a  million-dollar  plant  in  order  to  continue  a  $20(^,000 
navigation  improvement  and  maintain  it  and  operate  it  in  that  way, 
provided  it  could  not  get  somebody  else  to  take  the  contract  at  the 
same  time. 

Mr.  Taylor.  To  the  extent  that  this  plant  was  necessary  for  other 
than  navigation  purposes,  it  would  be  upon  the  same  basis  as  other 
plants  that  had  nothing  to  do  with  navigation,  would  it  not?  The 
Government  would  have  the  right  to  take  those  over.  There  is  a 
large  number  of  those  where  the  question  of  navigation  would  have 
no  consideration  at  all. 

Mr.  Merrill.  If  it  does  not  apply  to  navigation,  it  does  not  apply 
to  anything. 

The  Chairman.  To  improve  the  navigable  streams  to  the  extent 
that  navigation  improvement  is  needed,  it  seems  to  me  would 
give ' 

Mr.  Merrill  (interposing).  Should  we  proceed  upon  the  assump- 
tion that  Congress,  acting  for  itself  to  provide  navigation  facilities, 
has  the  authority  to  build  a  dam  of  only  such  height  as  may  be  neces- 
sary for  navigation,  and  that  therefore  in  issuing  licenses  to  in- 
dividuals or  corporations  to  build  dams,  it  has  only  the  authority  to 
permit  the  building  of  a  dam  sufficient  to  obtain  navigation,  you  will 
not  get  any  people  at  all  to  go  into  this  proposition. 

Mr.  Taylor.  You  would  not  get  any  aevelopment? 

Mr.  Merrill.  No. 

The  Chairman.  I  think  you  can  get  a  dam  built  to  any  he'ght, 
provided  you  permit  the  individual  or  the  company  who  builds  the 
dam  to  receive  such  compensation  during  the  50-year  period  as  would 
enable  him  to  lose  the  plant  at  the  end  of  that  time. 

Mr.  Merrill.  I  do  not  know  about  that. 

Mr.  EscH.  Let  me  draw  your  attention  to  section  11,  on  page  17, 
paragraph  (a),  at  the  bottom  of  the  page,  which  says: 

That  such  licensee  shall,  to  the  extent  necessary  to  preserve  and  improve 
navi^tion  facililies  at  least  equivalent  to  those  existing  prior  to  the  construc- 
tion of  such  dams,  construct  in  whole  or  in  part,  without  exi)ense  to  the  United 
States,  In  connection  with  such  dam,  or  lock  or  locl^s,  booms,  sluices,  or  other 
structures  for  navigation  purposes,  In  accordance  with  plnn^^  and  specifications 
approved  by  the  Chief  of  Engineers  and  the  Secretary  of  War  and  made  part 
of  such  license. 

That  seems  to  contemplate  that  under  certain  contingenc'es  the 
licensee  will,  either  in  whole  or  in  part  construct  the  dams,  locks, 
booms,  sluices,  or  other  structures  that  may  be  necessary  for  naviga- 
tion purposes. 

Mr.  ifaRRiLU  Yes. 

Mr.  Epch.  Now.  going  to  page  18,  section  12.  it  seems  to  be  th«  pur- 
pose of  the  bill  to  put  up  to  Congress  the  question  of  constructing  the 
locks,  before  or  after  acting  upon  the  application,  but  it  is  only  aone 
under  the  contingency  that  the  cost  of  these  structures  shall  be  a  rea- 
sonable investment  cost. 

Mr.  Merrill.  Yes. 
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Mr.  EscH.  What  is  your  idea  as  to  what  would  be  a  reasonable 
investment  oost? 

Mr.  Merrill.  That  could  only  be  determined  in  the  individual 
case.  Suppose  a  dam  is  to  be  built,  and  locks  are  required,  and  other 
navigation  facilities.  If  those  extra  facilities  can  be  put  in  by  the 
licensee  so  that  the  total  investment  he  puts  in  his  undertakinfi^  leavefi 
a  reasonable  margin  for  him  to  earn  a  profit,  it  should  be  done  as  a 
part  of  his  compensation.  But  there  will  be  cases  where  navigation 
facilities  are  needed  and  ought  to  be  put  in  if  any  dam  is  put  in 
but  where  the  cost  of  navigation  facilities,  compared  with  the  cost 
of  the  rest  of  the  structure,  would  be  so  ^reat  that  you  could  not  ^t 
any  private  individual  or  concern  to  handle  it. 

Mr.  EsGH.  TTnder  the  Shields  bill  and  the  Adamson  bill  the 
licensee  was  required  to  put  in  the  locks  in  the  first  instance  at  his 
own  expense? 

Mr.  Merrill.  Yes. 

Mr.  EscH.  You  have  abandoned  that  proposition  t 

Mr.  Merrill.  No;  I  do  not  think  we  have.  We  say  that  if  it  can 
not  be  done  at  a  reasonable  expense,  no  license  will  be  issued,  because 
nobody  under  such  circumstances  would  accept  one. 

In  addition  to  the  situation  covered  by  subsection  (a),  which  is 
similar  to  the  provisions  contained  in  other  bills,  is  the  situation 
where  on  account  of  the  expense  involved  the  licensee  himself  could 
not  reasonably  be  expectea  to  bear  the  entire  cost  of  building  the 
navigation  structures.  If  in  any  particular  case  a  dam  should  not 
be  erected  across  a  navigable  stream  unless  provision  is  made  for 
navigation  facilities,  and  if  the  water-power  development  as  such  can 
not  be  made  profitable,  is  obliged  to  assume  the  added  capital  cost 
of  buildine  the  navigation  structures,  then  the  development  will  not 
be  undertaten  and  we  will  have  neither  power  nor  navigation,  unless 
the  United  States  itself  shall  assume  either  the  whole  or  some  fair 
proportion  of  the  cost  of  the  strictly  navigatior  structures. 

Mr.  EscH.  And  that  proportion  shall  be  determined  by  the  com- 
mission? 

Mr.  Merrill.  The  proposal  is  that  in  such  cases  the  matter  should 
be  investigated  and  reported  upon  to  Congress  to  see  if  Congress 
is  willing  to  share  in.  the  cost  of  the  navigation  structures. 

Mr.  EscH.  In  other  words,  you  pass  the  buck  on  to  Congress. 

Mr.  Merrill.  If  Government  appropriations  are  involvel.  Con- 
gress is  the  only  authoritv  that  can  pass  upon  it. 

Mr.  EscH.  In  the  legislation  which  has  been  before  Congress  and 
which  has  passed  the  House  the  House  has  twice  insisted  that  if  the 
Secretary  of  War  deemed  the  requirements  of  navigation  to  be  such 
he  could  order  the  installation  of  a  lock  after  the  original  dam  had 
been  constructed. 

Mr.  Merrill.  Yes. 

Mr.  EscH.  At  the  cost  of  the  grantee. 

Mr.  Merrill.  Yes. 

Mr,  Espj^,  Tb^t  W*3  opp  of  the  insuperable  pbj^otipns  th^t  pw- 
vented  the  conferees  getting  together  in  the  Sixty-fourth  Congress. 

Mr.  MnyRiLT*.  I  think  that  would  be  an  insuperable  objection  to 
getting  any  development  at  all. 
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Mr.  Escu.  In  your  opinion,  in  cases  of  that  kind,  where  a  look 
would  cost  one- fourth  or  one-third  of  the  cost  of  the  dam  project,  it 
would  eome  to  Oongressf 

Mr.  Merrill.  Not  necessarily. 

Mr.  EacH.  Would  it  not?  It  the  cost  of  the  lock  was  one-third  or 
one-fourth  the  cost  of  the  dam,  you  would  say  that  was  so  large  a 
cost  that  you  would  put  it  up  to  Congress  to  determine  whether 
Congress  should  pay  any  part  or  the  whole  of  it? 

w.  Mebbiix.  Of  course  we  can  not  tell  what  proportion  it  might 
be  in  any  case,  but  in  every  case  where  the  dam  ought  not  to  be 
hi^ilt  unless  lodss  are  put  in,  and  it  is  not  reasonable  to  require  the 
licensee  to  bear  the  entire  cost,  where,  in  fact,  you  would  get  no  one 
to  accept  the  license  if  you  required  that  work  to  be  done  at  the 
aipense  of  the  licensee,  then  tJie  case  should  come  up  before  Con- 
gress to  see  whether  Congress  wishes  to  have  a  navigation  facility 
constructed  and  to  see  wnether  or  not  Congress  will  share  in  the 
cost  of  the  navigation  structures.  If,  under  the  conditions  assumed, 
Congress  does  not  take  favorable  action,  then  nothing  will  be  done; 
the  project  will  not  be  built. 

Mr.  Escii.  You  concede  that  the  lock  could  be  installed  at  the  time 
ef  thQ  original  construction  at  a  great  deal  cheaper  cost  than 
thereafter  ? 

Mr.  Merrill.  Yes;  that  is  undoubtedly  true,  as  a  matter  of  purely 
construction  cost.  There  may  be  cases,  however,  where  the  locks  are 
net  needed  for  immediate  use  and  where  instead  of  building  them 
complete  at  first  it  would  be  advisable  to  build  only  so  much  as  is 
Recessary  to  avoid  future  reconstruction,  to  omit  all  operating  equip- 
ment, for  example,  until  such  time  as  the  locks  are  actually  needed 
for  use.  *  It  might  well  be  in  such  circumstances  that  the  added  cost 
el  piecemeal  construction  might  be  more  than  offset  by  the  interest 
charges  that  would  otherwise  accrue  upon  the  cost  of  structures  of 
equipment  installed  ahead  of  the  time  when  they  were  needed  fov 
use.  But  whether  the  works  are  to  be  installed  at  the  beginning  or 
later  should  be  specifically  set  forth  in  the  license.  The  plans  for  such 
9truetyres  should  be  drawn  up  and  approved  and  become  a  part  of 
the  licenses,  so  that  the  licensee  may  know  at  the  time  of  receiving 
license  exactly  what  his  full  liability  is.  To  require  that  a  licensee 
iome  time  in  the  future — nobody  knows  when — shall  be  required, 
upon  order  of  the  administrative  authority  to  install  at  his  own  ex- 
pense structures,  the  character  and  the  cost  of  which  is  utterly  un- 
known, is  an  unreasonable  and  unbusiness  like  requirement.  It  is 
one  of  the  very  serious  defects  of  existing  legislation.  AH  these  mat- 
ters can  and  should  be  determined  before  the  license  is  issued  and 
should  be  fixed  in  and  become  a  part  of  the  license.  That  is  what  the 
proposed  bill  provides.  Such  matters  are  to  be  settled  when  thei 
appliciLtiQn  is  acted  upon.  The  words  ^^  before  or  after ''  do  not  mean 
'^pefore  or  aft^v  construction,"  but  "before  or  after  acting  upon 
the  appliaaticoi.^' 

Mr.  £ao9.  You  mj  it  would  be  after  the  application  was  passed 
upon  ? 

Mr.  M^iny-  In  those  caaes  ^bere  it  was  evident  th^t  the  project 
could  not  be  built  by  private  capital  if  the  cost  of  navigation  struc- 
tures was  added  to  the  cost  of  the  power-development  structures  the 
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application  could  be  accepted,  but  the  construction  would  be  held  up 
until  it  was  determined  whether  under  the  circumstances  Congress 
did  or  did  not  wish  to  provide,  either  in  whole  or  in  part,  the  cost  of 
the  navigation  structures. 

Mr.  EscH.  Then,  before  the  commission  would  grant  the  right  to 
build  a  dam  on  a  navigable  stream  it  would  have  determined  who 
would  have  to  pay  the  cost  of  the  lock  installation? 

Mr.  Merrill.  Y  es. 

Mr.  EscH.  In  all  prior  bills  that  has  been  eliminated,  and  we  went 
on  the  theory  that  if  a  man  wanted  a  grant  to  build  a  dam  across  a 
navigable  stream  and  the  locks  necessary  in  the  interest  of  naviga- 
tion, he  knew  in  the  beginning  that  that  cost  would  fall  on  him.  But 
now  you  do  not  do  that. 

Mr.  Merrill.  The  difficulty  with  a  proposition  of  that  sort  has 
been  that  the  grantee  knew  neither  when  the  structure  would  be 
required  nor  what  expense  would  be  involved.  We  provide  in  this 
bill  that  that  matter  shall  be  settled  when  the  license  is  issued.  The 
construction  of  all  necessary  navigation  facilities  will  be  required 
of  the  licensee  in  all  cases  where  such  requirement  would  not  be  an 
absolute  bar  to  the  development.  You  can  not  compel  a  man  to 
build  a  plant,  whether  he  wishes  to  or  not.  You  are  dealing  only 
with  people  who  apply  for  these  rights.  If  you  impose  conditions 
in  any  particular  case  that  can  not  be  complied  with,  you  will  not  get 
development  in  that  case. 

Mr.  EscH.  We  imposed  that  condition  on  the  Keokuk  Dam,  and 
they  put  that  in  the  law,  and  they  paid  for  it. 

Mr.  Merrill.  I  assume  that  a  lock  will  be  required  in  every  case 
where  it  can  reasonably  be  expected  of  the  licensee.  But  I  can  con- 
ceive of  cases  where  the  cost  of  the  entire  navigation  structure  will 
be  such  a  large  part  of  the  total  development  cost  that  it  could 
not  be  done.  It  is  only  in  those  cases  where  it  could  not  be  done  that 
this  alternative  procedure  is  proposed.  It  would  apply  only  to  those 
cas^s  where  we  are  not  going  to  get  anything  done  at  all  unless  we 
tak?  such  aciion. 

Mr.  Escii.  I  can  see  how  the  requiring  of  the  installation  of  a  lock, 
even  after  the  dam  had  been  constructed,  would  impose  a  hardship 
upon  the  grantee,  because  of  the  uncertainty  of  possible  use. 

Mr.  Mekrill.  Because,  as  some  other  bills  have  provided,  he  does 
not  k'^ow  anything  about  what  kind  of  a  lock  will  be  required,  when 
it  will  be  required,  or  what  it  will  cost. 

Mr.  FscH.  But  where  it  is  installed  when  the  dam  is  built,  you 
believe  the  cost  of  the  installation  of  the  lock  should  not  be  imposed 
on  the  grantee? 

M^  Merrill.  Only  when  the  conditions  are  such  that  by  such  im- 
pop-^^'on  you  can  not  get  any  development  made  at  all. 

?^'  Taylor.  On  the  choice  sites  over  the  country  they  could  make 
the  p^ontoe  build  them,  and  in  a  few  of  the  others,  where  they  could 
net    ^"-rrt  to  do  that,  the  Government  might  make  some  concession  t 

Mr.  Merrill.  You  can  not  force  a  man  to  put  in  more  money  than 
he  t'  »rks  be  can  get  a  return  on. 

^^-.  Taylor.  This  is  intended  as  a  proposition  for  the  development 
of  the  country? 
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Mr.  Mtctott.!.  Yes;  and  in  those  conditions,  and  those  only, 
where  it  is  not  reasonable  to  require  a  licensee  to  put  in  the  locks — 
where  in  fact  he  will  not  and  can  not  do  it,  then  it  is  proposed  to 
suspend  action  and  to  report  the  matter  to  Congress  to  see  if  Congress 
wishes  to  take  any  action  on  its  own  part. 

Mr.  EscH.  Where  the  grantee  puts  in  the  lock  in  the  first  instance 
the  cost  of  the  installation  can  be  capitalized  in  the  rates,  and  the 
commission  would  consider  that  cost  of  the  lock  in  allowing  the  rate? 

Mr.  MkrhhiT*.  Yes. 

Mr.  EscH.  So  that  it  would  not  be  imposing  upon  the  grantee  a 
burden,  because  it  would  come  back  in  tne  form  of  an  increase  of 
rates. 

Mr.  MERRiUi.  That  is  not  necessarily  true.  You  might  as  well 
assume  that  it  makes  no  difference  whether  a  tlevelopment  costs  $10 
a  horse  power  or  $10,000,  because  the  owner  will  get  his  return  out 
of  the  rates  he  charges. 

Mr.  EscH.  I  suppose  he  will  get  a  rate  which  will  allow  him  a 
reasonable  return. 

Mr.  Merrill.  There  is  a  limit  beyond  which  rates  can  not  go,  and 
particularly  there  is  a  limit  beyond  which  the  investor  will  not  go 
in  taking  chances  upon  the  rate. 

Mr.  EscH.  I  think  you  will  find  some  contention  upon  that  propo- 
sition. 

Mr.  Merrill.  The  general  rule  is  the  one  found  on  page  17,  and 
this  section  is  only  a  special  rule  for  special  cases  each  of  which  would 
be  passed  upon  by  Congress. 

Mr.  EscH.  The  general  rule  is  the  one  found  on  page  17,  and  this 
section  is  only  a  special  rule  for  special  cases  and  of  which  would  be 
passed  upon  by  Congress. 

Mr.  EscH.  But  the  installation  of  the  lock  in  the  first  instance  was 
a  part  of  the  original  act  of  1906,  and  it  was  reenacted  in  the  act  of 
1910,  and  is  now  kept  in  every  bill  that  is  passed  by  the  House. 

Mr.  Merrill,  There  is  no  intention  that  as  a  general  rule,  when  a 
dam  is  built  in  a  stream,  that  locks  shall  not  go  in  when  the  structure 
is  built.  Section  12  applies  only  to  these  special  cases  when  Govern- 
ment participation  in  the  cost  of  the  navigation  structures  will  be 
necessanr,  if  the  proiect  is  to  be  developed  at  all. 

Mr.  EscH.  I  would  be  willing  to  yield  in  the  matter  of  imposing 
the  cost  of  the  lock  on  the  grantee  after  the  dam  had  been  constructed. 
I  can  see  the  hardship  that  would  be  entailed  in  a  case  of  that  kind. 
But  it  seems  to  me  tnat  we  would  have  a  right  to  require  that  the 
cost  in  the  first  instance  be  put  upon  the  grantee. 

Mr.  Merrill.  I  am  afraid  we  are  not  understanding  each  other.  I 
do  not  mean  that  we  would  not  in  all  ordinary  cases  require  a  licensee 
to  install  a  lock,  for  I  believe  we  most  certainly  should.  What  I  have 
been  speaking  about  are  the  extraordinary  cases  where  the  conditions 
are  such  that  the  combined  cost  of  navigation  and  power  development 
is  too  great  to  make  the  combined  undertaking  practicable  from  a 
private  investment  standpoint  In  such  cases  one  of  three  courses 
must  be  taken:  First,  refuse  to  approve  the  application,  because  the 
locks  can  not  be  built  by  the  licensee,  in  which  case  neither  power 
development  nor  navigation  will  he  secured;  second,  approve  the 
application  without  locks,  in  which  case  power  development  will  be 
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had,  bat  no  navigation;  and,  third,  e«spmd  action  and  report  the 
mailer  to  Congress  with  reowRiniendation  for  Federal  participation 
in  the  cost  of  the  construction  of  the  locka,  in  which  case,  skoald  Con- 
gress act  favorably,  both  power  devdopmenfc  and  navigation  wiU  b« 
had.  Without  section  12,  either  the  fir^  or  second  course  would  have 
to  be  followed^  and  if  d^elopmetit  is  to  be  had,  the  seoond  course 
<mly.  In  considering  these  alternatives  aa  applied  to  a  case  wlure 
the  provision  of  navigation  facilities  would  oe  of  public  benefit)  it 
did  not  seem  that  it  would  be  wise  either  to  permit  the  development 
of  the  site  without  the  eoz»truetion  of  locks,  or,  on  the  other  aand, 
to  prevent  the  development  altogether  by  insisting  upon  sudi  con- 
struction, if  any  other  practicable  alternative  was  open.  The  other 
alternative  is  to  suspend  action;  report  the  matter  to  Congress,  and 
recommend  Federal  participation  in  the  cost.  If  Congress  does  not 
approve,  we  will  then  either  have  power  development  without  navi- 

fation  or  we  will  have  nothing,  if  Congress  does  approve,  we  will 
ave  both  power  development  and  navigation. 

Mr.  EscH.  That  may  result  in  the  project  for  every  dam  across  a 
stream  coming  to  Congress. 

Mr.  Haugen.  If  the  project  is  not  a  good  one,  why  should  the  Gov- 
ernment put  up  the  money? 

Mr.  Merrill.  We  are  discussing  only  those  cases  where  the  project 
is  sufficiently  good  to  be  undertaken  as  a  power  development  only,  but 
is  not  good  enough  to  carry  the  added  cost  of  navigation  facilities. 
Whether  any  particular  project  can  carry  the  extra  cost  depends 
upon  the  ratio  which  such  extra  cost  bears  to  the  power-development 
cost.  It  will  be  the  commission  that  will  take  the  initiative  in  pre- 
senting such  cases  to  Congress,  and,  in  my  judgment,  the  instances  in 
which  such  a  course  would  be  necessary  would  be  very  few. 

Mr.  Hauoen.  It  is  the  purpose  of  the  bill  to  go  into  general  navi- 
gation development,  as  well  as  power  development? 

Mr.  Merrill.  Yes ;  but  to  secure  navigation  development  through 
private  investment. 

Mr.  Haugen.  But  it  is  a  power  bill  ? 

Mr.  Merrilu  Yes.  Mr.  Chairman,  I  would  like  to  file  this 
statement  in  regard  to  the  amendments  which  I  proposed  and  I 
would  like  to  have  it  made  a  part  of  the  record. 

The  Chairhan.  That  may  be  inserted  in  the  record. 

(The  matter  referred  to  is  as  follows:) 

Page  18: 

Line  B,  omit  "  licenses  " ;  after  "  hereunder,"  add  "  preHmlnary  permits  fbr 
projects  or  i)arts  thereof,  or  licenses  where  no  preliminary  permit  has  been 
Issued." 

Line  5,  omit  "for  licenses." 

Line  11,  after  "applicant"  add  "best  qualified  through  ownership  of  nec- 
essary property  and." 

Page  15,  line  13,  omit  the  three  commas. 

Page  17,  at  the  end  of  section  10,  add  following  paragraph : 

"  In  Issuing  licenses  for  a  part  only  of  a  complete  project,  or  for  complete 
projects  of  not  more  than  50  horsepower  capacity,  the  commission  may,  in  its 
discretion,  waive  such  conditions^  provisions,  and  requirements  of  this  act  as  it 
may  deem  equitable  in  the  circumstances." 

Page  27: 

Line  19,  after  "  the  "  add  "  net  investment  therein." 

Lines  19,  20,  21,  omit  "  value  or  values  prescribed  in  section  14  hereof  for  the 
purpose  of  purchase  by  the  United  States." 

(Thereupon,  the  committee  took  a  recess  until  2  o'clock  p.  m.) 
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POTENTUX  POWSB  RESOURCES  OF  THE  UNITED   STATES. 

(AbstxMto  tnm  S.  Doc  No.  9U,  Mth  Cenf.,  lot  Maa.1 

No  accurate  Imowledge  Is  available  concerning  the  potential  wat^-power 
resonrces  of  the  United  States.  Estimates  varying  from  20,000*000  to  200,000^- 
000  horsepower  have  been  made  accordii^  to  the  assumptions  on  which  the 
several  estinoates  have  been  based.  An  accurate  estimate  of  potential  water 
powers  would  require  long-term  runoff  records  on  all  streams  and  detailed 
surveys  of  the  stream  channels  in  order  that  sufficiently  reliable  data  jot  water 
supply  mig^t  be  available,  and  In  order  that  sections  of  streams  having  too 
little  gradient  for  practical  dev^opment  might  be  eliminated  from  consideration. 
Data  of  this  character  are  now  available  on  but  few  streams  and  probably  win 
not  be  available  for  many  years  to  come  upon  the  majority  even  of  those 
streams  whlc^  possess  considerable  potential  water  power. 

The  only  comprehensive  survey  of  the  water  resources  of  the  United  States 
is  that  being  conducted  under  the  direction  of  the  United  States  Geological 
Survey.  The  number  of  gauging  stations  that  can  be  maintained  Is  limilied  by 
the  funds  available  for  that  purpose.  On  July  1  of  the  present  year  rvm^M 
records  were  %eliig  taken  at  1^1  stations  la  the  United  States,  or,  en  an 
averaise,  at  1  station  for  each  2,400  square  miles  of  area.  Many  of  these  sta- 
tions have  been  too  recently  establirtied  to  give  reliable  4Sata  Cor  power  ^rtt- 
aates,  while  ia  large  sectiotis  of  the  country,  particularly  in  the  mountain 
regions  Of  the  Western  States,  where  tlie  greatiest  power  resouroes  are  found, 
DO  staitions  have  yet  been  established.  Under  such  conditions  It  is  evident  tluvt 
estimates  of  the  potential  wator«|iower  resources  of  the  United  States  must 
necessarily  be  only  approximate. 

Aside  from  the  lack  4Kf  availaMe  data,  estiiaates  will  vary  greatly  according  to 
the  assmnpCKons  upon  whidi  they  are  made.  One  estimate  may  take  Into 
consideration  ondy  those  sites  whidh  appear  to  be  economically  available  for  use 
under  present  conditions  of  cost  and  of  laariEetB.  Anotter  may  take  Into  oon- 
elderation  tlie  ultimate  possibilities  of  the  distant  future  when  a  demand  will 
cxiot  for  all  possible  power  regardless  of  cost  of  oonstraotion.  Between  these 
extremes  amy  number  of  assumptions  wtth  eorrespondingty  varying  estixaetes  of 
fM>tentiai  power  may  be  made. 

ESTIMATES  OF  THE  UWCFKD  STATES  4B0L0GICAJ.  SUBIVXY. 

The  moat  comprehensive  attempt  to  estimate  the  power  resources  of  ttie 
United  States  of  which  the  writer  has  knowledge  was  that  made  in  1908  t)y 
the  United  States  Geological  Surv^  for  l^e  National  Conservation  Commission. 
Since  these  ^estimates  are  the  xme»  most  often  quoted,  a  brief  statement  of  the 
basis  upon  which  they  were  made  is  of  interest. 

The  approximate  character  of  the  estimates  is  frankly  admitted  in  the  open- 
ing statement  of  the  report  (Water-SupoP^y  Paper  No.  284,  p.  46),  wlilch  says: 

**  The  surveys  and  examinations  necessary  to  a  thoruu^  and  accurate  report 
of  the  water-power  resources  of  the  United  States  have  never  heen  completed. 
In  certain  parts  of  the  country  the  facts  are  sufficiently  well  known  to  make  tt 
I)ossfble  to  present  a  tolerably  accurate  statement  In  other  parts  the  informa- 
tion is  fragmentary  and  therefore  power  estimates  must  be  considered  approxi- 
mate." 

Proceeding  to  a  discussion  of  the  basis  of  the  estimates,  ttie  report  further 
states: 

•*  The  schedule  presented  in  this  report  gives  the  amount  of  avalla!ble  water 
power  according  to  three  dassiflcatlons :  (1)  That  which  may  be  produced 
by  the  minimum  flow;  (2)  the  assumed  maximum  development;  and  (3)  the  ad- 
ditional j)ower  that  may  be  recovered  by  developing  the  available  storage  ca- 
pacity in  the  upland  basins  and  using  stored  water  to  compensate  the  low- 
water  periods.  Tlie  data  as  a  whole  have  heen  considered  without  reference 
to  present  practicability  of  development  or  present  market.  For  the  purposes 
of  this  report  it  has  been  assumed  that  all  the  power  in  the  United  States  will 
some  day  be  required.  Such  an  interpretation  is  the  logical  one  when  natural 
resources  are  being  considered.  In  other  words,  the  schedule  here  presented 
must  be  Interpreted  for  the  future  rather  than  for  the  present.  The  reader 
should  not  assume  that  all  the  power  here  shown  is  economically  available 
to-day.  Much  of  it,  indeed,  would  be  too  costly  In  development  to  render  It 
of  commercial  Importance  under  the  present  conditions  of  market  and  the 
price  of  fuel  power.  The  schedule  shows,  therefore,  what  will  be  the  maximum 
X)osslbllities  in  the  day  when  our  fuea  rtiall  bave  become  so  eztiausted  that  the 
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price  thereof  for  production  of  power  Is  prohibitive,  and  the  people  of  the 
country  shall  be  driven  to  the  use  of  all  the  water  power  that  can  reasonably 
be  produced  by  the  streams. 

"Consideration  has  been  given  to  all  the  conditions  that  determine  the 
possibilities  of  power  production  on  the  various  rivers  of  the  country. 

"  E^specially  has  the  slope  of  the  stream  channels  been  scrutinized.  Theoreti- 
cally, of  course,  the  energy  developed  by  the  various  rivers  is  that  produced 
by  the  total  fall  of  the  water  from  source  to  mouth,  but  it  has  not  been  as- 
sumed that,  even  under  ideal  conditions  of  market,  all  this  power  will  ever  be 
commercially  available.  The  flatter  portions  of  the  river  channels  can  never 
be  profitably  developed  for  power  and  they  have  not  been  included  In  the 
schedule.  The  rivers  have  been  divided  into  sections  of  varying  length,  de- 
termined by  channel  slope,  and  the  fall  and  flow  of  each  section  have  been 
obtained  from  the  best  available  source  of  Information. 


<« 


In  determining  the  flow  of  the  various  sections  the  data  of  flow  per  square 
mile  *  *  *  have  been  applied.  The  drainage  areas  above  the  upper  and 
the  lower  limits  of  each  section  have  been  determined  and  a  mean  taken  for 
the  whole  section.  This  has  been  used  as  a  factor  along  with  the  flow  per 
square  mile  In  determining  the  minimum  flow  for  that  section.  This  figure, 
together  with  90  per  cent  of  the  total  fall  from  head  to  foot,  has  been  used  to 
determine  theoretical  horsepowers,  according  to  the  usual  formulas.  It  is 
obvious  that  in  practice  the  entire  fall  along  any  stretch  of  river  or  at  any 
power  privilege  can  not  be  effectively  utilized.  In  few  places  can  even  90  per 
cent  be  utilized  at  the  present  time;  but,  inasmuch  as  these  figures  are  sup- 
posed to  cover  future  as  well  as  present  practice,  and  inasmuch  as  it  may 
reasonably  be  assumed  that  future  practice  in  water-power  Installation  will 
improve,  it  is  believed  that  90  per  cent  of  the  fall  along  any  particular  power 
privilege  or  section  may  eventually  be  realized. 

"The  results  of  calculations  of  theoretical  power  on  90  per  cent  total  fall 
have  been  reduced  10  per  cent  to  allow  for  the  Ineflflciency  of  wheels,  tl  is 
recognized  that  90  per  cent  efficiency  is  too  high  to  be  used  in  calculations  of 
power  at  the  present  time,  75  or  80  per  cent  being  the  usual  installation  maxi- 
mum. Here,  again,  however,  we  are  computing  for  future  conditions  as  well  as 
present  ones,  and  it  may  confidently  be  expected  that,  with  the  Improvement  of 
turbines,  a  greater  percentage  of  theoretical  power  will  be  realized  on  the 
shaft  and  improvements  will  before  long  render  possible  a  90  per  cent  efficiency. 

"  In  determining  the  minimum  horsepower,  the  minimum  flow  for  the  lowest 
two  consecutive  seven-day  periods  in  each  year  was  determined,  and  the 
mean  of  these  values  for  the  period  of  record  was  taken  as  the  minimum 
flow.  It  is  obvious  that  this  is  somewhat  higher  than  the  absolute  minimum, 
but  the  latter  is  usually  of  so  short  duration  that  it  does  not  equal  the  tracti- 
cable  minimum  that  may  profitably  be  installetl. 

"  The  assumed  maximum  economical  development  has  been  determined  on 
the  assumption  that  it  is  good  commercial  practice  to  develop  wheel  Installa- 
tion up  to  that  amount  the  continuance  of  which  can  be  assured  during  six 
months  of  the  year,  on  the  assumption  that  the  deficiency  in  power  during  the 
remainder  of  the  year  can  be  profitably  provided  by  the  installation  of  fuel- 
power  plants  as  auxiliaries.  In  many  parts  of  the  country  it  has  been  shown 
conclusively  that  It  is  economical  to  develop  up  to  that  amount  which  can  be 
had  continuously  during  the  highest  four  months  of  the  year,  and,  while  it  Is 
probable  that  there  are  parts  of  the  country  where  the  limit  should  be  the 
highest  8  or  10  months.  It  is  believed  thj^  the  period  used  in  these  sche<lules 
is  a  very  conservative  average.  The  minimum  weekly  fiow  for  each  month  of 
the  year  has  been  arranged  according  to  magnitude,  and  the  sixth  value  has 
been  taken  as  the  basis  for  estimating  the  power,  the  mean  of  these  values  for 
the  record  period  in  each  case  being  that  used  in  the  compntations." 

Omitting  storage  from  considers. tion,  tlio  final  estimates,  excluding  Penn- 
sylvania, for  which  figures  were  not  available  at  the  time  of  the  report,  and 
including  a  portion  of  the  Ulo  Grande  in  Mexico  and  certain  drainages  in 
Canada,  were  a  minimum  of  36,916,250  horsepower  and  a  maximum  of  66.518,500 
horsepower. 

REPORT  OF  THE  COMMISSIONER  OF   CORPORATIONS. 

The  CJommissioner  of  CJorporations,  In  his  report  on  water-power  development 
in  the  United  States,  made  a  review  and  correction  of  the  survey's  estimates. 
By  deducting  power  not  under  the  control  of  the  United  States,  by  adding 
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amounts  for  Pennsylvania  streams,  and  by  making  certain  minor  corrections, 
tlie  survey's  totals  were  reduced  to  32,083,000  horsepower  minimum  and 
61,678,000  horsepower  maximum.    The  commissioner  then  says :  ^ 

**A  further  modification  of  these  estimates  should  be  made  for  the  reason 
that  they  are  based  upon  the  assumption  of  00  per  cent  efficiency  power  ob  the 
turbine  shaft;  that  is,  on  the  assumption  that  90  per  cent  of  the  theoretical 
energy  of  the  fall  will  be  effective  on  the  turbine  shaft  over  and  above  Tosses  in 
the  head  race  and  in  the  turbine  itself.  This  is  too  high  a  basis.  In  fact, 
the  Geological  Survey  admittedly  made  its  estimates  on  tlie  basis  of  probable 
future  conditions  of  efficiency  of  hydraulic  equipment. 


»4 


It  is  absolutely  certain,  •  *  •  that  an  efficiency  of  90  per  cent  on  the 
turbine  shaft  is  at  present  too  high.  Many  engineers  base  their  estimates  on 
80  per  cent;  in  fact,  tliat  figure  may  be  said  to  be  the  conventional  one.  In 
actual  practice,  however,  75  iier  cent  probably  more  nearly  represents  present 
possibilities  than  does  one  of  90  i)er  cent,  and  this  lower  standard  has  been 
adopted  in  this  report. 

"  There  is  reason  to  regard  these  reduced  totals  as  still  too  liberal  for  the 
potential  water  power  of  the  country,  because  of  the  methods  employed  in 
computation.    The  computations  are  based  on  the  flow  and  fall  of  streams. 

*•  In  calculating  the  minimum  flow  of  a  stream  it  is  the  usual  practice  of 
engineers  to  select  the  minimum  over  a  long  period  of  years,  notwithstanding 
the  fact  that  water-power  installations  usually  exceed  the  iM)wer  indicated 
by  such  lowe.st-record  flow. 

"  The  estimates  for  the  mininmm  power,  prepared  by  the  Geological  Survey, 
are  not  on  the  minimum  flow  for  any  day,  or  even  on  the  lowest  average  for 
a  very  few  consecutive  days  during  the  entire  period  covered,  but  are  based 
on  the  averages  of  the  minimum  flow  for  the  two  lowest  periods  of  seven  con- 
secutive days  in  each  year  for  seven  years  or  less,  according  to  the  length  of  the 
period  for  which  records  were  available.  It  is  obvious  that  such  a  minimum 
must  be  decidedly  higher  than  the  absolute  minimum  for  a  given  day  or  the 
average  for  a  smaller  number  of  consecutive  days.  This  fact  was  recognized 
in  the  estimate  of  the  Geological  Survey,  but  it  was  stated  that  the  absolute 
minimum  *  *  *  is  usually  of  so  short  duration  that  it  does  not  equal  the 
practicable  minimum  that  may  profitably  be  installed. 

"  The  '  assumed  maximum  development  *  rests  on  quite  a  different  basis.  As 
estimated  by  the  Geological  Survey,  it  is  based  upon  the  continuous  power 
indicated  by  the  flow  of  a  stream  for  the  six  months  in  the  year  (not  neces- 
.sarily  six  consecutive  months)  showing  the  highest  flow.  An  average  for  six 
months  yearly  over  a  period  of  seven  years  was  taken  in  all  cases  where  records 
ooverin .?  so  long  a  period  were  available.  The  actual  method  was  to  arrange 
the  months  of  each  year  according  to  the  day  of  the  lowest  flow  in  each. 
The  lowest  of  the  six  high  months  is  taken  as  the  basic  month.  The  average  flow 
of  the  lowest  seven  consecutive  days  in  this  month  determines  the  maximum 
flow  for  that  year.  The  average  of  such  maximum  figures  for  all  years  in  the 
period  for  which  data  were  available  Is  the  assumed  maximum  used  in  the 
calculation. 

"  The  potential  water  power  estimated  by  the  survey  is  undoubtedly  further 
exaggerated  by  being  based,  in  some  cases  at  least,  on  90  per  cent  of  the  total  fall 
between  two  levels.  *  *  *  It  is  evident  ♦  ♦  ♦  that  estimates  of  power 
based  upon  the  total  fall  in  a  long  section  of  a  stream  are  likely  to  be  far 
above  what  is  practically  available.  Furthermore,  a  power  development  at  one 
site  frequently  precludes  the  utilization  of  a  considerable  fall  in  the  river  above 
or  below  that  site.  What  proportion  of  the  theoretical  power  between  two 
points  several  miles  apart  can  be  utilized  can  be  determined  only  by  an  engi- 
neer's detailed  examination. 

«  *  ♦  *  *•♦  • 

"  From  the  <lata  funiishe<l  by  the  Gei^logical  Survey  there  has  been  prepared 
in  this  bureau  a  table  of  this  power  by  States.  It  should  be  emphaslze<l  that 
this  rearrangement  is  more  or  less  arbitrary.  For  example,  in  many  cases  the 
drainage  basin  of  a  river  extends  over  several  States,  and  it  is  difficult  to  allot 
the  i)ower  possibilities  of  such  a  basin  among  the  States  involved.  It  Is  be- 
lieved, however,  that  the  distribution  made  is  reasonably  accurate.    The  table 


^  See  p.  61  of  the  Beport  of  the  CommisBioner  of  Corporations,  Mar.  4,  1012. 
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showH  the  ix)wer  as  computer!  by  the  Oologh?ttl  Snrv<?y  *  *  *  (m  the  Nmis 
of  75  per  cent  efficiency  adopted  hy  tMs  boreaii." 

The  statement  of  the  Ck)mniiS8loiier  of  Corporatloiis  above  qvolieid  that  ''In 
calevtatlng  the  minimum  flow  (^  a  stream  it  te  the  usual  practice  of  engineers  to 
select  a  minlmxnn  over  a  long  period  of  yeanr,  noCwlthstandfng  the  fitct  Qiat 
water-power  installations  usually  exceed  the  power  Indlealed  by  s«eh  lowest 
ffow/*  would  have  been  more  correct  had  he  said  **  inyarlaMy  exceed  the  power 
indicated  by  such  lowest  flow.** 

It  is,  in  fact,  the  genera]  practice,  particularly  in  the  larger  power  systems 
having  several  interconnected  plants,  to  install  hydraulic  machfnery  capable 
of  utilizing  a  stream  flow  not  only  far  in  excess  of  the  absolute  minimum,  but 
also  much  in  excess  of  the  minimum  as  computed  by  the  servey  and  to  make  up 
the  deficiency  with  stenin  installation.  What  is  known  as  the  **  base  load  "  is 
carried  by  water  power,  with  its  high  fixed  charges  and  its  low  operating  cost, 
while  the  daily  and  seasonal  peaks  are  carried  by  steam  power^  with  hi^ 
operating  charges  and  low  fixed  costs.  TMs  practice  is  especially  prevalent  la 
the  Western  States.  The  Nevada-California  Power  C5o.,  far  example,  has 
developed  plants  on  Bishop  Greek  to  a  point  75  per  cent  in  excess  of  the  mini- 
mum as  computed  by  the  survey.  This  degree  of  overdevelopment  is  made 
possible  in  part,  though  by  no  means  entirely,  by  the  use  of  certatti  storage 
reservoirs.  The  Southern  California  Edison  Co.,  without  storage  facilities,  has 
developed  certain  streams  in  southern  California  to  nearly  three  times  the  mini- 
mam  estimated  by  the  survey  method.  It  Is  probable  that  on  the  average 
western  power  developments  are  constructed  to  utilize  not  less  than  the  average 
minimum  of  the  nine  hl^  months  of  the  year,  an  amount  intermediate  between 
the  minimum  and  maximum  estimates  of  the  Geological  Survey. 

The  relation  for  the  several  States  between  the  minimum  estimates  of  poten- 
tial power  and  the  aggregate  installed  water  horsepower  in  1012  may  be  seen 
by  comparing  Table  No.  2  and  Table  No.  3,  Part  II.  In  six  States — ^Ne^^  Hamp- 
shire, Vermont,  Massachusetts,  Rhode  Isdand,  Connecticut,  and  Delaware — the 
Installed  capacity  of  water  wiieels  in  1912  was  in  excess  of  the  estimated 
minimum  potential  power  of  the  respective  States,  varying  from  one-fifth  above 
the  minimum  in  Delaware  to  aearly  six  times  the  minimum  in  Rhode  Island. 
The  installed  capacity  of  water  wheels  in  the  six  New  England  States  exceeded 
by  22  per  cent  the  Geological  Survey's  estimated  minimum  at  75  per  c«it 
efficiency.  These  Instances  serve  to  illustrate  the  conservativeness  of  estimates 
of  potential  power  based  upon  minimnm  stream  discharge. 


CORRECTIONS    FOR    THE    STATE   0¥    IDAHO. 

In  his  segregation  of  the  figures  (at  90  per  cent  efficiency)  of  the  United 
States  Geological  Sarvey  for  the  North  Pacific  drainage  in  Idaho,  the  Commls- 
Stoiker  of  Corporations,  as  appears  in  the  tabulation  on  page  56  of  hds  report, 
allotted  to  Idaho  1,394,(XX>  horsepower  minlmuni  and  3,060,000  horsepower  maxi- 
mum. The  figures,  after  segregation,  were  reduced  to  75  per  cent  efficiency. 
An  examination  of  the  original  sunmiary  sheets  of  the  survey  shows  that  the 
following  amounts  were  estimated  for  the  several  streams  in  the  State  of  Idaho : 


Snake  River... 
Spokane  River. 

Ciark.s  Fork 

Kootenai  River 

Totel.... 


MinimunL 

Maxim  uin. 

HoTitepower. 

1,400,000 

50,000 

10,000 

207,000 

2,900,000 

100,000 

20.000 

357,000 

1,667,000 

3,377,000 

A  reduction  of  one-sixth  in  the  above  totals,  in  order  to  put  them  upon  the 
hasis  of  75  per  cent  efficiency,  would  leave  1,388,000  liorsepower  minimum  and 
2^14,000  horsepower  maximum,  instead  of  14^*000  horsepower  minimum  and 
2,567,000  horsepower  maximum,  as  actually  use<l  by  the  Otmmissiouer  of  Cor- 
porations. Furthermore,  the  survey's  figures  contained  n«  estimates  for  water 
potverM  oil  the  drainages  of  the  St.  Joe^  Clearwater.  liiK-hRa,  Selway,  and 
Salmon   R!vt*rs,  the  latter  In  particular  being,   next  to  the  Snake,  the  most 
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important  power  stream  iu  tiie  State.  The  omitted  drainages  contain,  on 
the  same  basis  as  the  other  estimates  and  at  75  per  cent  efficiency,  ap- 
fffoximately  1,000,000  horsepower  minimum  and  in  excess  of  2,000»000  horse- 
power maximum.  To  eover  the  Commissioner  of  Corporation's  omission  of 
survey  estimates  and  the  survey's  omission  of  power  on  the  five  streams  named 
1,200,000  horsepower  minimum  and  2,500,000  horsepower  maximum  has  been 
added  to  the  figures  gtven  by  tlie  Commissioner  of  Corporations,  making  the 
total  for  the  State  2,362,000  horsepower  minimum  and  5,067,000  horsei)ower 
maximum.  This  correction  will  also  change  the  totals  for  the  United  States 
to  27,943,000  horsepower  minimum  and  53,905,000  horsepower  maximum. 
Amounts  by  States  and  by  ;<eographi8  divisions,  using  the  figures  of  the  Com- 
mis»K>n  of  Corporations,  with  corrections  for  Idnho,  appear  in  Table  No.  2, 
Part  II. 

KELATlOIf  OK  ESTIMxVTES  TO  PBOBADLK  UTILIZATION    TNOEK  PRESKNT  i  ONOITIONS. 

By  including  all  streams,  however  i*emote  from  centers  of  population,  and 
thosd  which  would  produce  only  a  few  hundred  horsepower,  and  by  including 
sections  of  navigable  rivers  having  but  sUght  gradient,  the  estimates  in  general 
eover  many  power  sites  which  ee«1il  not  be  developed  under  existing  conditions 
of  cost  of  const  ruction  and  steam-power  competition,  even  if  a  demand  existed 
within  the  limits  of  economical  transmission.  In  so  far  as  the  mlnlmuiu  esti- 
mates ai*e,  on  the  other  hand,  based  on  an  assumed  stream  discharge  much 
less  than  it  is  customary  to  utiliase  in  practice,  the  amount  of  power  developed 
at  any  particular  site  will  in  general  be  greater  than  indicated  by  the  minimum 
figures  for  that  site  and  less  than  Indicated  by  the  maximum  figures.  Inas- 
much as  the  figures  given  do  not  include  increases  made  possible  by  use  of 
storage — increases  that  can  not  be  even  approximately  determineil — the  mini- 
mum figures  probably  untlerestimate  the  total  that  eoukl  be  developed  under 
existing  conditions  of  eobt  and  steam-power  competition  if  a  market  were 
available.  But  whether  the  figures  be  too  great  or  too  samll,  ami  by  how  much, 
they  show  with  reasonable  exactness  the  relative  amounts  of  power  in  the 
several  States  and  sections  and  indicate  the  magnitude  of  the  potential  power 
resources  of  the  United  States. 

OEOGKAPHICAL  CONCBNTBATION  OF  POTENTIAL  WATER  POWER. 

The  most  significant  fact  in  connection  with  these  figures  is  the  geographical 
concentration  of  water  powers.  Of  the  estimated  minimum  for  the  entire 
United  States  72.3  per  cent  is  found  in  the  Mountain  and  Pacific  States — the 
*•  public-land  "  States.  More  than  half  of  this,  or  41.2  per  cent,  is  found  in  the 
three  Pacific  States  of  Washington,  Oregon,  and  California.  Totals  and  per- 
centages by  geographic  divisions  are  as  follows : 


Tabix  1. — Ef<timntcd  minimum  and  maximum  pofcntiaj  water  horsrpoirer  in  the 

I  nitcd  Statex — Total  and  by  geographic  diHsians. 


New  England 

fiddle  Atlantic... 
ami  North  Central . 
West  North  Central 

South  Atiantie 

East  South  Central. 
West  South  Central 

Mountain 

Pacific 

United  States 


lOnimum. 


Estimated 
horsepower. 


868,000 
1,357,000 

Ki2,000 

903,000 
2,346,000 
1,087,000 

353,000 

8,604,000 

11,504,000 


27,943,000 


Percent. 


3.11 
4.86 
2.08 
3.23 
8.39 
3.89 
1.26 
31.11 
41.17 


loaoo 


Maxiinum. 


Estimated 
horsepower. 


1,605,000 

2,488,000 

1,604,000 

1,956,000 

4,257,000 

1,964,000 

822,000 

16,131,000 

23,078,000 


53,905,000 


Per  cent. 


2.08 
4.03 
2.08 
3.63 
7.90 
3.64 
1.58 
20.92 
42.81 


100.00 


aIuiw 


•ViQouuts  and  percentages  for  each  State  are  given  In  Table  No.  2,  and  are 
rjwn  on  Dlate  1.  Part  II. 


118 


WATER  POWBB. 


POTENTIAL    WATER-POWrft    BKSOUKCKS    OF    THE    NATIONAL    FORESTS. 

In  connection  with  the  review  of  the  Geological  Survey's  flgui^es  on  estimated 
water  power  an  examination  lias  been  made  of  the  ori[;inal  detailed  estimates 
prepared  by  the  district  enpine*»rs  of  the  survey  in  order  to  de 'ermine  the 
amount  of  i)otential  water  power  within  the  boundaries  of  the  natUnal  forests 
in  the  several  States.  The  estimates  of  the  survey  have  also  been  supple- 
mented by  reports  made  by  the  district  engineers  of  the  Forest  Service.  Maxi- 
mum and  minimum  figures  have  been  computed  ui>on  the  same  basis  as  used  by 
the  survey,  and  reductions  have  been  made  to  the  75  per  cent  efficiency  basis 
used  by  the  Conunissioner  of  Coriwralions.  Tlie  totals  thus  found  for  the 
United  States,  exclusive  of  Alaska  and  of  the  purchaseti  areas  in  the  Appa- 
lachian, are  8,497.6(K)  horsejwwer  minimum,  and  16,784,500  horsepower  maxi- 
mum, or  30.4  per  cent  and  31.3  i>er  cent,  respectively,  of  the  minimum  and 
maximum  for  the  United  States.  Tlie  amounts  and  percentages  by  geographic 
divisions  and  the  precentages  whicli  the  imwer  wltliin  the  national  forests  bears 
to  the  total  potential  power  for  each  geographic  division  are  as  follows : 

TAiii^  2. — Estimated  minimum  and  maximum  potential  water  hoaepower  in  the 
national  forests — Totals  and  by  geographic  divisions  and  the  percentage  rela- 
tion of  tmtional-forcst  ivatcr  powers  to  all  water  powers  in  respective  groups. 


New  Kncland 

Middle  Atlantic... 
East  Xorth  Central. 
West  North  Central 

South  Atlantic 

East  South  Central. 
\^'est  South  Central 

Mountain 

I'acinc 

United  States 


Minimum. 

Maximum. 

Per  cent  of  toiai 
in  e'jch  (at)up. 

Horse- 

Per cent. 

Horse- 

Per cent. 

M!ni- 

Maxi- 

power. 

power. 

mum. 

mum. 

0 

0 

0 

0 

0 

(» 

0 

0 

0 

0 

0 

u 

0 

0 

0 

0 

0 

0 

12,000 

0.15 

26,300 

0.16 

1.43 

1.34 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

A,  200 

0.07 

16,600 

0.10 

1.76 

2.02 

4,ir>3,500 

49.00 

7,777,000 

46.00 

47.^ 

48.22 

4,315,000 

50.78 

9,a«vi,ooo 

53.65 

37.51 

39.23 

8,497,000 

100.00 

le,  874. 500 

100.00 

30.  11 

31. 3U 

Ninety-seven  \>ev  cent  of  the  net  area  of  the  national  forests  (excluding 
Alaska  and  lands  purchased  under  the  Weeks  law)  are  in  the  Pacific  and 
Mountain  States.  The  remaining  3  per  cent  are  found  in  detached  areas  In 
the  States  of  Arkansas,  Florida.  Kansas,  Michigan,  Minnesota,  Nebraska,  North 
Dakota,  Oklahoma,  and  South  I>akota.  Of  the  ijotentlal  water  powers  in  the 
national  forests,  99f  per  cent  is  in  the  ^louutain  and  Pacific  States.  Water 
powers  on  the  national  forests  within  these  two  groups  of  States  amount  to  42 
per  cent  of  the  total  estimated  minimum  and  43  per  cent  of  the  total  estimated 
maximum  of  potential  water  powers  within  the  groups. 

These  figures  of  potential  power  within  the  national  forests  differ  somewhat 
from  figures  previously  given,  on  account  of  errors  found  in  the  estimates 
prepared  by  the  Poorest  Service  in  1910.  For  the  puriwses  of  this  report  and 
In  order  that  the  estimates  might  be  comparable,  the  endeavor  has  been  made 
to  prepare  national-forest  estimates  on  precisely  the  same  basis  as  the  Geologi- 
cal Survey  estimates  were  prepared,  but  using  a  75  per  cent  efficiency  factor. 
The  same  caution  should  be  observed  in  the  use  of  these  figures  as  in  the 
general  estimates  of  the  survey.  Their  chief  value  is  for  comparative  purposes, 
as  indicating  the  distribution  of  national-forest  water-power  resources  and  their 
relation  to  similar  resources  of  the  several  States  and  to  the  Ignited  States  us 
a  whole. 
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CoNrCNTBATlON   IN  COWTHOL  OF  ELECTRIC  PO\naU 

There  are  several  Uues  of  evidence  which  show  a  eontlnaoiisly  increaKing 
toward  concentration  in  the  control  of  the  development,  distribution, 
lie  of  electric  power.  Elach  year  showg  a  greater  percent aue  of  electric 
being  produced  by  comaiierclal  central  atntion.s — the  iHiblUr-servlce  cor- 
porations. Each  year  also  shows  a  few  of  the  more  prominent  groups  of  Inter- 
t8t9  securing  control  of  a  larger  proportion  of  the  central-station  business. 
gome  corporations,  like  the  Utah  Securities  Corporation,  the  Montana  Power 
Cb.,  and  the  Pacific  Gas  &  Electric  Coi.,  doniiiuite  a  .single  compact  territory; 
others,  like  Stone  ft  Webster,  H.  M.  Hyllesby  St  Co.,  and  the  D«itierty  Opemtlng 
Go.,  spread  their  operations  widely,  controlling  smaller  groups  of  operating 
companies  in  many  distinct  territories.  Sometimes  the  character  of  the  control 
is  definite  and  distinct  through  actual  owsersliip  of  properties  or  majority 
holdings  of  the  stix^k  or  direct  management  of  o|)eratlng  companies ;  sometimes 
it  is  indistinct  and  indefinite  through  representation  on  boards  of  directors. 
How  great  a  degree  of  control  is  exercised  In  any  particular  case  through  mere 
representation  on  boards  of  directors  i»  uncertain.  It  is  scarcely  to  be  supposed, 
however,  that  such  representation  is  without  influeiK«e,  even  tlumgh  the  degree 
ef  influence  may  be  problematical.  Again,  it  will  be  found  that  many  electric- 
power  corporations,  particularly  the  holding  companies,  have  representation 
through  common  directors  in  certain  of  the  larger  banking  corporations. 
Whether  this  means  the  exercise  of  an  influence  by  power  corporations  over  the 
policies  of  the  banking  corporations,  or  vice  versa,  or  how  important  such 
Influence  may  be  in  any  given  Instance,  Is  indeterminate  from  any  public 
sources  of  information.  Sufllce  it  to  say  that  did  such  influence  reach  to  the 
extent  of  control  it  would  be  of  serious  public  concern.  A  control  of  the  sources 
of  credit  would  mean  a  control  of  the  entire  industry,  would  he  the  most  effective 
means  of  stifling  competition,  and,  regardless  of  how  well  the  industry  might 
be  controlled  In  its  service  operations  by  publU*  agencies,  would  leave  the  oppor- 
tunities of  engaging  in  the  bu»<iness  and  the  Initiation  of  new  enterprises  in  the 
bands  of  the  few. 

In  the  succeeding  pages  will  be  discussed  the  general  concentration  of  the 
electric-power  business  into  the  hands  of  public-service  corporations,  the  prc^- 
portion  of  control  which  certain  corporations  exercise  over  the  development  of 
electric  power  in  the  several  States,  the  extension  of  the  operations  of  certain 
holding  companies  into  several  States  and  the  steps  by  which  they  had  secured 
control,  the  relation  by  common  directiM-s  which  exists  between  the  several 
holding  companies,  and  the  relation  through  common  directors  of  certain  bank- 
ing corporations  to  the  electric-power  holding  companies. 

INCKEASK  IN   PROPORTION   OF  CENTKAL  STATIONS  POWER. 

The  tendency  toward  concentration  of  power  development  Into  the  control  of 
public  utility  corporations  is  clearly  indicated  by  the  statistics  of  primary 
power  presented  In  the  reports  of  the  Bureau  of  the  Oensus  for  1902,  1907,  and 
1912,  .statistics  which  have  been  discussed  in  other  connections  in  this  rport. 
Of  all  primary  power — steam,  water,  and  gas — employed  in  the  electrical  In- 
dustry and  In  manufactures  in  1002,  11.2  per  cent  was  installed  In  commercial 
central  stations.  The  proportion  rose  to  17.2  per  cent  in  1907  and  to  23.8  per 
cent  in  1912,  more  than  doubling  in  the  10  years  from  1902  to  1912.  This  move- 
ment toward  concentration  Is  found  In  all  .sections  of  the  United  States.  The 
rate  of  increase  in  concentration  was  highest  in  the  South  Atlantic  States, 
which  had  three  times  as  great  a  proportion  of  primary  power  in  commercial 
central  stations  in  1912  as  in  1902.  The  extent  of  the  concentration  is  greatest 
In  the  Western  States.  One-half  of  all  primary  power  of  all  kinds  in  the 
Mountain  States  in  1912  was  owne<l  by  public-service  corporations  and  54  per 
cent  in  the  Pacific  States.  In  California  the  proportion  was  three-fourths. 
To-day,  only  three  years  later,  publlc-.servlce  corporations  own  90  per  cent  of 
all  the  primary  power  in  those  two  groups  of  States.  Although  the  1915 
data  are  not  sufllciently  complete  In  the  other  sections,  particularly  concerning 
power  used  in  manufactures,  to  give  definite  percentages,  it  is  probable  that  in 
the  South  Atlantic  States  the  percentage  of  power  controlled  by  public  utility 
companies  is  well  above  50  per  cent,  as  compared  with  less  than  20  per  cent  in 
1912.  Wherever  marked  activity  in  hydroelectric  power  development  exists, 
as  It  has  existed  In  recent  years  In  the  Western  and  Southern  States,  there 
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especlnlly  is  found  in  its  liighest  degree  the  concentration  of  ownersliip  by 
publli'-servlce  corporations. 

This  particular  tendency  toward  concentration  need  by  no  means  be  of  111 
omen.  Monopolization  of  the  supply  in  any  given  territory  makes  possible 
through  interconnections  of  stations  and  .through  diversification  of  load,  econo- 
mies of  operation  that  would  not  be  possible  for  isolated  Independent  stations. 
Interruptions  to  service  may  be  lessened,  the  needs  of  the  customer  may  be 
better  served,  and  rates  may  be  lower  with  a  single  power  system  than  with 
several.  No  better  service  Is  given  and  no  lower  rates  charged  than  In  Cali- 
fornia, where,  notwithstanding  the  considerable  municipal  development,  90 
per  cent  of  the  total  primary  power  Is  owned  by  public-service  corporations,  or 
In  Montana,  where  89  per  cent  is  owned  by  two  affiliated  corporations.  Having 
the  ability  to  give  the  better  service  and  the  lower  rates,  it  only  remains  for 
the  proper  public  agency  to  require  It. 

EXTENT  OF  CONTROL  BY  CERTAIN   CORPORATIONS. 

Control  by  ownership  of  stock  or  properties^  or  by  lease  or  tnanagement. — 
From  the  detaile<l  tabulations  of  companies,  stations,  and  Installations  by 
States  as  given  In  Table  No.  55.  Part  II,  summary  tables  have  been  made  show- 
ing the  total  water  power,  the  total  steam  and  gas  power,  and  the  total  power 
of  all  kinds  controUeil  by  the  principal  corporations  in  each  State,  together 
with  individual  and  cumulative  percentages. 

The  names  given  are  those  of  holding  companies.  The  names  of  oi)eratlng 
companies  may  be  found  on  the  detailed  tabulations  under  the  i*eferences  as 
given  on  the  summary  table.  In  so  far  as  the  companies  listed  on  the  summary 
tables  appear  on  the  organization  charts  and  the  interconnecting  directorates* 
charts,  they  may  be  located  by  the  reference  lists  which  precede  each  set  of 
charts. 

In  general  there  have  been  Included  In  the  summary  tables  all  corporations 
that  own  or  control  more  than  1  per  cent  of  the  total  power  in  a  State. 
Only  that  degree  of  control  which  is  represented  by  ownership  of  properties, 
majority  stock  ownership,  management,  or  lease  has  been  considered.  In 
each  table  Is  also  given  the  amount  and  the  per  cent  of  water  power  and 
of  total  pow^er  owned  by  municipalities,  the  total  Installation  for  the  State 
in  1915  as  appearing  In  the  detailed  tabulations,  and  the  total  installations 
In  central  stations  and  electric  railways  as  reported  by  the  Bureau  of  the 
Census  for  1912.  As  on  the  detail  tabulations  the  data,  in  general,  include 
only  commercial  and  municipal  central  stations  and  street  and  ele<'tric  rail- 
ways— the  elctrlcal  industry.  For  the  Western  States,  however,  it  1^  hW!eve<l 
that  the  data  are  practically  complete  for  all  power.  This  is  true  as  far 
as  water  powers  are  concerned  in  many  of  the  other  States,  but  no  attempt 
has  been  made  to  secure  complete  statistics  of  steam  iK)wer  in  manufacturers 
In  the  Central,  Eastern,  or  Southern  States.  The  chief  purpose  of  this  branch 
of  the  Investigation  has  been  to  determine  what  proportion  of  the  total  ijower 
developed  by  municipalities  and  by  public-service  corporations  is  controlled 
by  a  limite<l  number  of  such  corporations.  The  percentages  of  control,  there- 
fore, as  given  in  the  tables  and  In  the  following  r^sum^s  by  States  have  refer- 
ence, unless  otherwise  noted,  to  the  i)roportions  controlleil  by  certain  coi^pora- 
tlons  and  municipalities  out  of  the  total  power  developed  by  commercial  and 
municipal  central  stations  and  by  street  and  electric  railways. 

United  States. — At  the  end  of  the  sunnnary  tables  is  given  a  list  of  the 
87  corporations  each  of  which,  according  to  the  data  given  in  the  detailed 
sheets,  controls  not  less  than  30,000  horsepower  of  primary  power.  Two  com- 
panies contained  In  the  list,  the  Internntl<mal  Paper  Co.,  and  the  Union 
Carbide  Co..  are  engaged  in  manufacturing.  The  remaining  85  are  public- 
service  corporations.  These  87  corporations  control  3,521,423  water  horsepower 
and  6,275,092  steam  and  gas  horsepower,  a  total  of  9,796.515  horsepower,  or 
65.9  per  cent  of  the  total  listed  for  the  United  States.  If  the  two  manufac- 
turing concerns  are  eliminated  and  the  amount  of  manufacturing  power  con- 
tained in  the  tables  Is  subtractetl  from  the  total,  the  85  concerns  remaining 
(control  68.6  per  cent  of  the  total  public-service  power  in  the  United  States; 
35  of  the  85  control  one-half  of  this  total.  16  control  one-third,  and  10  control 
one-fourth.  Of  the  85  corporations  shown  in  the  table  ,')9  have  water-power 
developments  and  control  65.9  per  cent  of  the  total  water  power  listed.     If 
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the  two  manufacturing  concerns  are  eliminated  from  this  number  and  the  water 
power  used  in  manufacturing  is  subtracted  from  the  total  water  power,  the 
remaining  57  concerns  control  72.3  per  cent  of  the  total  water  power  in  the 
United  States  used  in  public-service  operations.  Of  these  57  concerns  the 
following  18 — 

1.  Stone  &  Webster. 

2.  Montana  Power  Ck). 

3.  Utah  Securities  Corporation. 

4.  E.  W.  Clark  &  Co.  Management  Corporation. 

5.  Southern  Power  Co. 

6.  Hydraulic  Co.  of  Niagara  Falls. 

7.  Pacific  Gas  &  Electric  Co. 

8.  Pennsylvania  Water  &  Power  Co. 

9.  Pacific  Light  &  Power  Corporation. 

10.  H.  M.  Byllesby  &  Co. 

11.  The  Niagara  Falls  Power  Co. 

12.  Washington  Water  Power  Co. 

13.  Georgia  Railway  Light  &  Power  Co. 

14.  New  England  Power  Co.  of  Maine. 

15.  Western  Power  Co. 

16.  Alabama  Traction,  Light  &  Power  Co. 

17.  Commonwealth  Power,  Railway  &  Light  Co. 

18.  United  Railways  Investment  Co. 

together  control  2,356,521  water  horsepower,  more  than  one-half  (51.1  per  cent) 
of  the  total  water  power  used  in  public-service  operations  in  the  Unlt^  States. 
Of  the  18  corporations  named,  the  first  9  control  more  than  one- third  (33.7  per 
cent)  of  the  total,  and  the  fist  6  more  than  one-fourth  (25.3  per  cent). 

Stone  &  Webster,  through  their  management  of  operating  companies,  control 
more  water  power  and  more  total  power  than  any  other  corporation,  having 
under  their  direct  management  340,211  water  horsepower  and  529,854  total 
horsepower. 

Twenty-nine  of  the  87  companies  listed  control  operating  plants  in  more  than 
one  State.  Three  of  these,  H.  M.  Byllesby  &  Co.,  the  Doherty  Operating  Co., 
and  Stone  &  Webster,  operate  in  17,  14,  and  13  States,  respectively.  The 
Middle  West  Utilities  Co.  has  the  largest  number  of  stations  under  its  control — 
118  in  9  different  States. 

Since  the  preceding  list  was  proposed  the  Southern  California 
Edison  Co.  has  acquired  the  property  of  the  Pacific  Light  &  Power 
Corporation.  The  latter  company,  therefore,  should  be  omitted  from 
the  list,  and  the  Southern  California  Edison  Co.,  be  inserted  as  num- 
ber 2.  The  number  of  plants  owned,  controlled,  or  managed  by 
these  18  corporations  and  the  distribution  and  installed  capacity  by 
States,  is  as  follows: 


Name  of  company  and  State. 


1.  Stone  &  Webster: 

( onneHi:iit 

Florida 

Georgia 

Iowa 

Kentu?ky 

Ixmisiana 

Massachusetts 

Mi'higan 

Nevada 

NewYork 

Rhode  Istaund 

Texas 

Washington 

Total,  all  States 

2.  Southern  CalifomJa  Edison  Co.: 

cidifomia 


Number  ■ 

of 
stations. 


6 
4 
7 
3 
1 
1 
7 
2 
3 
4 
3 
11 
11 


Water 
power. 


Hoftepower, 

16,000 

1,400 

29,426 

160,000 


24 


9,800 

45,800 

2,485 


85,300 


62  I        340,211 


174,350 


Steam 
and  gas 
power. 


Horsepower, 

6,505 

8,ni5 
18,790 


2,350 

1,400 

20,f30 

5,750 


9,000 

6,650 

71,793 

38,  ICO 


189,643 


All 
power. 


Horsepover 

22,505 

10,015 

48,216 

150,000 

2,350 

1,400 

20,C30 

5,760 

9,800 

54,800 

9,135 

71,793 

123,460 


158,420 


529,854 


332,770 


124 


Name  of  company  and  State. 


8.  H.  M.  Byllesby  &  Oo.: 

Alabama 

Arkansas 

GBlifomia 

Colorado 

Idaho 

nUnols 

Iowa 

Kentucky : 

Minnesota 

Montana 

North  Dakota 

Oklahoma 

Oregon 

South  Dakota 

Virginia 

WestVirg^ 

Wisconsin 

Total,  aU  States 

4.  E.  W.  Clsrk  &  Co.  (management  corporatioa): 

Illinois 

Maine 

Orewn ^ 

Teonenee 

Totil,aUfltatM.« 

6.  Pacific  Oas  ft  BleebrlcCe.: 

€aUtania 

t.  Southern  Power  Co.: 

NortliCarollDa 

South  Carolina 

Total,  all  Ststes 

7.  Utah  SecuritleB  Coi|porati«n: 

Colorado 

Idaho 

Utah 

Tetal,  aU  States ^ 

8.  Montana  Power  Ca.: 

Xontaoa 

•.  OoBimenvMltti  Powwr,  Railway  4c  U^it  Cb.: 

Illinois '....v!!7r. 

fediama.... ^ ^ 

Michigan 

OWo 

Total,  all  States 

10.  Hydranlic  Power  Co.: 

New  York 

11.  Georgia  Railway  A  Power  Co.: 

yeorgia 

12.  Washington  Water  Power  Co.: 

Idaho 

Waalilngkoo 

Total,  aU  States 

II.  Fennsylvania  Water  ic  Power  Co.: 

Pennsylvania 

14.  Niasara  Falls  Power  Co.: 

New  York. 

1ft.  Western  Power  Co.: 

Calilomia 

1ft.  Alabama  Traction  lii^  ft  PowerCo.: 

Alabama ...-. 

17.  United  Railways  ft  Investment  Co.: 

California 

W.  Mew  En^tatnd  Power  Co.  of  Maine: 

Meenenhiinnttn 

Vermont 

Total,  aUfitatee 

Orand  total,  18  companies 


Niunber 

of 
BtatiooB. 


1 
1 

e 

5 
1 
1 
1 
1 
M 
2 
t 
5 
6 
ft 
ft 
2 
2 


53 


17,209 
2,400 


«,460 
2,00. 


6» 
2,«66 

20^080 


20,868 


Steam 
and  gas 
power. 


^SSD 

8,42ft 

20,020 

1L804 

900 

8,860 

8,850 

88,830 

18,800 

200 

«,9n 

17, 2U 

8,227 

8,740 

7,500 

6,050 


1KW155  100,841 


4 
10 
11 

6 


86 


18 


4 
5 


8 
10 
25 


48 


10 


7 

1 

36 

1 


47 
3 

7 


1 
4 


2 

2 
4 
7 
6 


4 

8 


848 


37,330 
80,000 
48.800 


18,100 
18,890 
35,875 
80,000 


162,330 


168,060 


88,4160 
127,850 


103,365 


106,840 


88,010 
9,000 


157,850 


18,630 
78,507 
70,^68 


in,  708 


47,  OW 


1,480 

800 

28,884 


80,874 


179,700 


70,813 


8,300 


26,480 

18,090 

66,610 

6,000 


70,818 
153,000 
180,408 


112,160 


88,720 


16,300 
92,900 


10,000 


109,200 

118,000 

115^000 

73,330 

72,500 

65,600 


16,000 


38,670 
ia,«28 
35,880 


49,400 
31,800 


700 


80,700 


2,412,921 


700 


1,061,483 


Ail 


9,330 
5,435 

17,230 

14,294 

900 

0,660 

6,350 

83,330 

61,050 
3,070 
6,960 

U:2U 
€,747 
5,805 

8&400 
jCOSO 

86^800 


216,496 


ni.100 

66,720 

115,875 

7S,O00 


265,605 


880.620 


88,810 
188,89 


204,800 


20,110 

78,807 

108,158 


202.076 


188,000 


26.480 

11,030 

137,49 

«,4Nn 


182,973 
153,000 
184,120 


16,300 

'\r' 


125,200 


118,000 

115,000 

113,000 

fil,420 

.00,980 


40,400 
83,010 


81,400 


8,464,414 
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AFTER  RECESS. 

The  committee  reassembled  at  2  o'clock  p.  m.,  pui*suant  to  recess. 
The  Chairman.  The  committee  will  please  come  to  order. 
Mr.  Pierce,  how  much  time  would  you  like  this  afternoon? 
Mr.  Pierce.  I  would  like  30  minutes,  besides  such  time  as  the  mem- 
bers of  the  committee  may  consume  in  asking  Questions. 
The  Chairman.  Very  well ;  you  may  proceea. 

STATEMENT  OF  HENBT  J.  PIEBCE,  OF  SEATTLE,  WASH. 

Mr.  Pierce.  Mr.  Chairman  and  members  of  the  committee,  I  was 
formerly  president  of  a  company  which  operates  one  of  the  power 
plants  at  Niagara  Falls,  and  have  been  a  student  of  water-power 
conditions  for  the  past  20  years.  I  spent  most  of  the  year  1913  in 
Europe  visiting  the  hydroelectric  developments  of  Norway,  Sweden, 
Germany,  Austria,  and  other  countries,  and  the  industrial  plants 
which  use  the  electric  energy,  and  in  studying  the  electrical  processes 
used  in  Europe,  many  of  which  have  not  yet  come  into  use  in  this 
country. 

I  am  president  of  the  Washington  Irrigation  &  Development  Co., 
a  corporation  organized  under  the  laws  of  the  State  of  Washington, 
which  desires  to  develop  the  water  power  contained  but  now  wast- 
ing in  the  Priest  Rapids  of  the  Columbia  River,  located  in  the  cen- 
tral part  of  the  State  of  Washington.  The  Columbia,  twelfth  largest 
river  of  the  world,  is  navigable  for  steamers  of  1,000  tons  capacity 
from  the  Pacific  Ocean  to  the  foot  of  the  Priest  Rapids,  a  distance 
of  400  miles.  The  dam  which  we  propose  to  build  across  the  river 
at  the  foot  of  the  rapids  would,  with  the  installation  of  locks  and 
the  removal  of  some  obstacles  a  few  miles  above  the  head  of  the 
rapids,  make  the  river  navigable  for  a  further  distance  of  200  miles 
inland,  and  almost  to  the  Canadian  boundary,  traversing  n  region 
now  almost  wholly  without  railroad  facilities.  The  dam  90  feet 
high  and  1  mile  wide,  which  we  propose  to  build  in  the  event  of 
the  enactment  of  a  water-power  law  by  Congress  of  a  nature  which 
will  make  it  possible  for  us  to  obtain  capital  for  development  pur- 
poses, will  cost  approximately  $25,000,000  and  will  develop  about 
250,000  continuous,  all-the-year-round  horsepower.  We  expect  that 
this  power  will  be  utilized  in  the  form  of  electric  energy  for  a  di- 
versity of  purposes,  such  as  the  operation  of  industrial  plants  for 
the  manufacture  of  electrochemicals,  wood  pulp,  paper,  abrasives, 
pottery,  asbestos  material,  and  beet  sugar;  in  the  smelting  of  lead 
and  silver  ores  and  for  other  metallurgical  purposes  and  also  for 
the  electrification  of  near-by  divisions  or  three  transcontinental  rail- 
roads. 

I  have  refeiTed  to  the  250,000  horsepower  which  may  bo  developed 
during  the  low-water  period  and  hence  the  year  round.  During  the 
high-water  period,  extending  from  April  to  October,  it  will  be  pos- 
sible through  installation  of  additional  power  units  to  develop  a 
further  250,000  horsepower,  or  even  more.  Fortunately  and  provi- 
dentially the  high-water  period  is  also  the  irrigation  season.  The 
warmth  of  the  sun  which  induces  the  growth  of  the  crops  also  melts 
the  snows  in  the  mountains,  and  the  water  is  let  down  to  moisten 
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the  thirsty  lands  in  the  valleys  below.  Through  the  force  obtained 
by  restraining  the  rush  of  the  water  through  the  rapids,  the  power 
will  be  obtained  to  lift  it  to  the  plateaus  of  agricultural  land,  which 
lie  above  the  reach  of  gravity  water.  There  are  fully  500,000  acres 
of  desert  land  which  would  be  brought  under  cultivation  as  a  result 
of  this  power  development — land  now  useless,  but  which,  given  water, 
would  produce  every  crop  that  could  be  grown  in  the  temperate  zone. 
Thus  the  development  of  this  water  power  would  bring  an  industrial 
and  agricultural  population  of  at  least  50,000  people  to  a  now  silent 
land — would  open  to  navigation  200  miles  of  inland  waterway 
through  a  region  almost  devoid  of  transportation  facilities,  would 
save  the  coal  now  used  to  propel  the  trains  of  three  transcontinental 
railroads  across  a  large  part  of  the  ^tate  of  Washington,  and  the 
river  would  teem  with  the  traffic  resulting  trom  the  development  of 
a  now  almost  uninhabited  region. 

I  have  given  you  this  object  lesson  because  it  is  the  one  which 
has  come  most  closely  under  my  observation,  but  while  Priest  Rapids 
is  one  of  the  largest  of  our  wasting  water  powers,  yet  there  are  many 
others  in  the  eastern,  southern,  and  western  parts  of  the  country,  the 
development  of  which  would  bring  equally  beneficial  results  and 
which  have  been  held  back  from  development  for  years  past  solely 
because  of  the  restrictive  water  power  laws  now  in  force  under  which 
it  has  been  impossible  to  obtain  capital  for  development  purposes. 

I  call  your  attention  to  the  map  of  the  navigable  waterways  of  the 
United  States  which  I  have  placed  upon  the  wall,  and  upon  which 
I  have  had  colored  in  pink  the  proportionate  per  cent  of  land  in 
public  ownership  in  the  11  public-domain  States  of  the  Far  West, 
as  compared  with  the  land  m  private  ownership.  The  total  land- 
surface  area  of  these  States  is  755,915.560  acres,  of  which  471,033,227 
acres  is  in  public  ownership  and  284,882,333  acres  in  private  owner- 
ship; that  IS,  the  public  domain  comprises  62  per  cent  of  the  total 
area  of  these  States,  or  an  area  approximately  as  large  as  the  entire 
United  States  east  of  the  Mississippi  River.  The  map  strikingly  sets 
forth  the  fact  that  with  the  exception  of  the  Sacramento,  Columbia, 
Snake,  and  Missouri  Rivers,  all  the  navigable  rivers  of  the  country 
are  located  in  the  central,  eastern,  and  southern  sections  of  the  United 
States. 

The  water  power  in  which  I  am  interested  is  located  here  [indi- 
cating on  map],  almost  in  the  central  part  of  the  State  of  Washing- 
ton. The  Columbia  River,  which  flows  into  the  Pacific  Ocean,  con- 
stitutes the  boundary  line  between  Oregon  and  Washington  for 
some  200  miles  from  its  mouth,  and  then  turns  north,  and  is  navi- 
gable to  this  point  [indicating]  where  the  rapids  are  located,  and 
through  the  building  of  the  dam  and  installation  of  locks  would  be 
made  navigable  almost  to  the  Canadian  boundary. 

Over  60  per  cent  of  the  wasting  water  power  of  the  United  States 
is  located  in  nonnavigable  streams  in  the  undeveloped  portions  of 
the  public  domain  in  the  far  West.  The  electric  energy  which  could 
be  produced  from  these  water  powers  would  be  within  easy  reach  by 
transmission  lines  of  vast  areas  of  lands,  mineral  deposits,  and  other 
natural  resources  owned  by  the  Federal  Government.  These  great 
properties  at  present  idle,  and  in  their  present  condition  almost 
worthless,  could  be  utilized  and  made  of  great  value  through  the  de- 
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velopmeiit  of  the  water  powers  in  their  midst.  The  land  would  be 
brought  under  cultivation  through  electrically  operated  pumping 
plants,  and  power  would  be  made  available  to  open  up  mmes  and 
operate  smelters  and  for  other  purposes. 

Cities,  towns,  aild  villages  all  over  the  countrv  offer  free  sites  and 
cash  bonuses  to  induce  the  building  of  manufacturing  plants,  be- 
cause they  bring  increased  population,  increase  taxable  values,  and 
enhance  the  value  of  aU  nearby  property.  Why,  therefore,  would  it 
not  be  good  business  for  the  Government  to  render  the  development 
of  these  water  powers  as  attractive  as  possible.  Why  is  it  not  mani- 
festly in  the  public  interest  that  Congress  enact  such  legislation  as 
will  encourage  men  and  capital  to  undertake  the  development  of  this 
great  national  resource,  which  would  vastlv  increase  the  value  of  the 
public  domain,  would  increase  the  national  wealth,  and  would  be  ac- 
complished without  taxation  and  by  private  capital. 

Under  the  railroad  law  of  March  8,  1875,  any  incorporated  rail- 
road may  obtain  free  right  of  way  through  any,  of  the  public  lands 
of  the  United  States  merely  by  filing  a  map  of  its  proposed  line. 
The  same  is  true  for  telephone  and  telegraph  tines  and  in  the  oil  pro- 
ducing public  land  States  for  oil  pipe  lines.  These  free  rights  of 
way  are  granted  because  their  building  is  pioneer  work,  often  through 
localities  practically  uninhabited,  and  because  their  installation 
means  the  development  and  increased  value  of  the  Government  lands 
through  which  they  pass.  The  development  of  water  power  is  to  an 
equal  extent  pioneer  work  and  of  a  much  more  hazardous  nature 
than  the  building  of  railroads  and  installation  of  telephone  and  tele- 
graph lines,  and  the  benefits  accruing  to  the  public  throurfi  enhancing 
tne  value  of  the  public  domain  are  fully  as  great  and  uierefore  the 
Government  in  the  public  interest  should  encourage  the  development 
of  the  now  wasting  water  powers  of  the  country  to  the  fullest  extent 
possible. 

But  if  Y^atep-power  development  is  to  be  secured.  Congress  must 
enact  laws  of  a  much  less  restrictive  character  than  those  now  in 
force,  which  are  directly  responsible  for  the  present  stagnation  in 
water-power  development.  The  object  to  be  secured  is  to  cure  the 
present  situation,  not  to  perpetuate  it 

The  development  of  water  powers  is  pioneer  work  of  a  hazardous 
nature  and  subject  to  many  risks,  hardsliips  and  uncertainties.  Na- 
ture has,  for  the  most  part,  secreted  her  water  falls  in  almost  inacces- 
sible mountain  fastnesses  far  from  civilization  and  in  regions  re- 
mote from  transportation  facilities.  In  most  cases  a  market  must  be 
created  for  the  power.  Floods  sometimes  destroy  dams  and  power 
houses,  and  lightning,  high  water,  snow  and  ice  disable  transmission 
lines.  Furthermore,  the  hydroelectric  business  is  conducted  upon  a 
close  margin  of  profit  due  to  supervision  of  rates  by  public  service 
commissions.  In  most  cases,  during  the  lean  years  wnile  a  market  is 
bein^  found  for  the  full  capacitj^  of  the  water  power,  earning  are  not 
sufficient  to  pay  dividends,  and  it  is  only  by  averaging  earnings  over 
a  long  period  of  years  that  a  power  company  derives  such  average 
income  results  as  are  due  those  who  establish  a  pioneer  industry, 
build  it  up,  take  all  the  chances  of  failure,  and  finally  establish  it 
upon  a  firm  business  basis. 

Looking  forward  to  probable  financial  conditions  after  the  close 
of  the  war,  property  of  all  kinds  will  have  depreciated  greatly  in 
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lihysical  condition  wd  will  have  to  be  reu^ii^d ;  stoc^  of  i^^<)han- 
dise  will  have  beoome  depleted  and  will  have  to  be  rep)enisl^ed ; 
projects  of  all  kinds,  interrupted  by  the  war,  will  hj^ve  to  b^  coi?^- 
pleted;  the  oammercial  and  industrial  progress  of  th^  nt^t^on  which 
will  have  practically  been  at  a  standstill  during  the  war  period  will 
be  resumed  and  go  forward  with  a  mighty  rush.  Th^s  will  mean  ^n 
abnormal  demand  for  money,  and  if  to  the  risks  and  burdeni^  of  a 
liaturaUy  hazardous  business  is  added  harsb  and  reatriqtivft  governr 
ment  requirements  and  regulations,  it  will  be  impossibly  to  secure 
capital  for  the  pioneer  work  of  power  development. 

I  a^  the  committee,  therefore,  in  their  preparation  of  a  wt^ter- 
power  bill  to  give  due  consideration  to  the  reasons  wh^ph  I  hf^ve 
outlined,  which  make  it  so  difficult  to  secure  money  for  development 
purposes. 

I  appear  before  the  committee  with  the  earnest  desire  to  be  helpful, 
and  only  to  as^  for  the  enactment  of  a  measure  which  will  make  the 
development  of  water  power  possible.  I  have  carefully  studied  .the 
administration  water-power  bill  which  you  have  under  consideration. 
I  have  discussed  its  mitures  with  hydroelectric  engineers  and  with 
the  operating  heads  of  large  hydroelectric  plants  as  well  as  with 
bankers  who  make  a  specialty  of  the  sale  of  ^ater-power  securities 
and  it  is  with  great  satisfaction  that  I  say  to  you  that  in  my  opinion 
the  bill,  with  some  few  changes,  most  of  them  not  of  a  fundamental 
character  but  mostly  designed  to  clear  up  poinds  whiph  appear  not 
quite  plain,  would  b!e  a  workable  measure. 

The  terms  of  the  bill  show  the  evident  intention  and  desire  of  th^ 
War,  Interior,  and  Agricultural  Departments  to  fully  protect  ihe 
p\iblic  interest  and  yet  to  be  so  fair  toward  the  investor  and  the 
operator  as  to  induce  development.  I  trust  and  believe  that  t]^e 
committee  and  Congress  will  receive  the  bill  and  ^ct  upon  it  in  tl^e 
same  spirit  and  that  it  may  be  perfected  and  be  speedily  enacted  into 
law  in  order  that  the  great  work  of  development  may  be  begun.  X 
think^  that  the  establishment  of  a  Federal  bureau  to  supervise  the 
building  of  the  many  water-power  projects  which  will  be  undertaken 
in  the  event  of  the  passage  of  this  bill,  in  the  public  domain  and  in 
the  rivers  of  the  country,  entailing  the  expenditure  by  private 
capital  of  perhaps  a  billion  dollars  during  the  next  10  years  will 
prove  fully  justified.  I  think  the  placing  of  authority  over  all  phases 
of  the  water-power  question  in  tne  hands  of  a  single  bureau  a  wise 
and  orderly  procedure. 

I  now  come  to  a  consideration  of  the  bill,  and  have  no  suggestions 
to  make  regarding  its  first  10  pa^es.  I  ask  the  committee  to  turn  to 
section  5  on  page  11,  which  provides  for  the  issuance  of  preliminary 
permits  for  a  period  not  exceeding  three  years  to  enable  an  intending 
applicant  for  a  license  to  investigate  the  project,  to  make  surveys,  to 
prepare  maps,  plans,  specifications,  and  estimates,  to  secure  customers 
for  power  and  to  make  financial  arrangements.  But  the  holder  of  a 
prelimnary  permit  might  go  ahead  in  good  faith,  work  for  three 
years,  spend  perhaps  a  hundred  thousand  dollars  in  sinking  test  pits 
and  for  engineers^  reports  and  other  expenses;  might  arrange  to 
finance  the  project,  and  when  he  goes  to  the  commission  prepared  to 
fulfill  every  requirement,  be  refused  the  license  in  favor  of  a  State 
of  a  municipality  under  the  preference  clause  of  section  7.  I  there- 
fore suggest  that  the  word  ^^  licenses  "  in  line  3,  page  18,  section  7,  be 


158  WATER  POWEH. 

stricken  out  and  the  words  "  preliminary  permits  "  be  inserted  in  its 
place.  This  would  not  deprive  the  municipality  of  the  preference 
intended  by  the  bill  but  would  simply  transfer  the  preference  so  that 
it  would  have  to  be  allowed  or  exercised  at  the  very  beginning  of  the 
enterprise  as  it  should  be.  It  would  also  assure  the  holder  of  a 
priority  permit  that  his  time  and  money  would  not  be  wasted,  pro- 
vided he  was  able  to  meet  the  requirements  of  the  commission.  No 
one  would  spend  years  of  time  and  large  sums  of  money  in  rounding 
up  a  water  power  project  with  the  knowledge  that  he  might  never 
secure  the  right  to  develop  it. 

Mr.  Merrill's  suggested  amendment  to  section  7  fully  covers  my 
suggestion. 

As  the  bill  is  drawn  no  consideration  is  shown  those  who  may 
have  worked  for  years  and  have  invested  large  amounts  of  money 
in  acquiring  the  lands  and  water  rights  necessary  to  power  develop- 
ment, and  I  submit  that,  other  things  being  equal,  they  should  cer- 
tainly have  a  preferential  right  to  a  permit  as  against  those  who 
have  not  expended  their  time  and  money  and  earnest  effort  in  the 
direction  of  development.  Our  western  country  is  full  of  men  who 
are  always  on  the  lookout  for  the  acquisition  of  water  or  other  rights 
or  options  on  land  which  cost  them  little  or  nothing  but  which  are 
necessary  for  development  purposes  of  one  kind  or  another.  They 
secure  these  rights,  not  with  any  idea  of  building  up  the  project 
themselves  but  solely  for  the  purpose  of  making  a  quick  turn  through 
selling  them  to  those  who  actually  desire  to  make  the  development. 
I  therefore  suggest  the  following  amendment  to  section  7:  Insert 
after  the  word  "applicant,"  in  line  11,  page  13,  the  words  "best 
qualified  under  the  laws  of  the  State  in  which  the  project  is  to  be 
located,  and  through  ownership  of  necessary  property  and."  The 
paragraph  will  then  read : 

And  as  between  other  applicants,  the  oomniissiou  may  likewise  give  prefer- 
ence to  the  applicant  best  qualified  under  the  laws  of  the  State  in  which  the 
project  is  to  be  located,  and  through  ownership  of  necessary  property,  and 
the  plans  of  which  it  finds  and  determines  are  best  adapted  to  develop,  con- 
serve, and  utilize  in  the  public  interest  the  navigation  and  water  resources 
of  the  region. 

I  suggest  that  the  words  "  and  shall  be  based  upon  the  actual  horse- 
power generated  "  be  inserted  after  the  word  "  regulations "  in  line 
12,  page  16,  subdivision  (d)  of  section  10.  This  will  make  clear  that 
the  chdfge  will  be  made  only  upon  the  actual  power  produced. 

The  licensee  should  certainly  not  be  called  upon  to  pay  a  charge 
upon  more  water  power  or  electric  energy  than  is  actually  generated. 
The  dam  might  go  out  through  floods,  or  the  power  house  be  dam- 
aged, or  the  plant  be  shut  down  for  some  months  for  repairs,  or 
during  a  period  of  dull  times,  and  it  would  be  manifestly  fair  that 
the  amount  charged  for  should  be  confined  to  the  amount  generated. 

Now,  the  committee  will  please  turn  to  section  11.  Tnis  is  the 
section  which  has  to  do  with  the  building  of  locks.  I  suggest  that 
the  following  proviso  be  added,  after  the  word  "license"  at  the 
end  of  section  11,  page  18,  line  2 :  "  Provided^  That  in  any  valuation 
of  the  property  of  the  licensee  for  rate  making  or  other  purposes, 
the  cost  of  such  lock  or  locks,  booms,  sluices  or  other  structures  for 
navigation  purposes  shall  be  included."  This  is  suggested  in  order 
to  make  perfectly  clear  what  is  the  evident  intent  of  the  bill  that 
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the  cost  of  locks  and  navigation  structures  constructed  at  the  ex- 
pense of  the  licensee  shall  be  included  in  the  valuation  of  the  prop- 
erty for  rate  makinjg  and  recapture  purposes. 

I  have  talked  this  question  over  with  Mr.  Merrill,  and  he  thinks 
that  it  is  already  covered  by  the  bill,  but  while  it  may  be  included 
by  inference,  yet  it  should  be  made  perfectly  clear.  In  the  building 
of  the  dam  at  Priest  Sapids,  for  instance,  I  estimate  roughly  that 
the  lock  would  cost  perhaps  $2,000,000,  and  of  course  we  could  not 
be  expected  to  put  in  the  money  and  build  the  locks  and  then  not 
have  the  amount  included  in  the  capital  cost. 

Mr.  Anderson.  May  I  ask  you  a  question  there,  Mr.  Pierce?  Do 
you  think  we  could  inake  such  requirements  in  the  case  of  a  rate 
made  by  a  State  commission  ? 

Mr.  Pierce.  I  think,  Mr.  Anderson,  that  it  should  be  made  per- 
fectly clear  that  it  is  the  intent  of  the  bill. 

Mr.  Anderson.  Well,  such  a  provision  would  not  control  the  State 
in  determining  the  basis  upon  which  it  would  fix  rates. 

Mr.  Pierce.  Well,  I  suppose  we  would  have  to  submit  to  the  rates 
prescribed  by  the  State  authorities  and  take  our  chances  upon  what- 
ever valuation  they  might  put  upon  the  cost  of  the  property.  But  I 
think  it  should  be  macte  perfectly  clear  that  the  intent  of  the  bill  is 
that  the  cost  of  these  navigation  structures  should  be  included  in  the 
valuation  of  property  for  rate  making  purposes. 

Mr.  Anderson.  Of  course  if  we  should  make  this  requirement,  as 
to  any  rate  which  was  made  by  a  State  commission,  it  would  cer- 
tainly not  be  controlling. 

Mr.  Pierce.  Yet  I  think  that  the  bill  should  go  as  far  as  it  can  in 
that  direction. 

I  will  now  ask  the  committee  to  turn  to  page  22. 

Mr.  Tatlor.  Let  me  ask  you  just  a  question.  I  don't  know  whether  I 
caught  the  idea  of  Mr.  Anderson's  question  or  not,  but  it  is  not  con- 
templated, is  it,  that  the  States  shall  tax  these  locks  that  are  made 
purely  for  navigable  purposes  and  improvement  on  navigable  streams* 
is  it?  It  is  not  contemplated  that  the  States  shall  impose  a  tax  upon 
those  improvements,  is  it? 

Mr.  Pierce.  I  presume  they  would  tax  them. 

Mr.  Taylor.  Would  they  do  it  if  the  Government  did  it? 

Mr.  Pierce.  No,  not  if  the  Government  built  the  locks.  I  take  it 
that  Government  property  is  not  taxable ;  but  if  the  locks  were  con- 
structed by  the  licensee,  I  should  say  they  would  be  taxed  by  the 
State. 

Mr.  Taylor.  I  was  wondering  if  the  local  communities  that-  **-• 
benefitted  by  this  navigation  and  by  this  improvement  ought  not  to 
be  required  to  remit  the  taxes  on  an  expenditure  paloably  in  their 
interest. 

Mr.  Pierce.  Yes,  I  should  think  they  might  reasonably  be  requirea 
to  do  so. 

Mr.  DoREMus.  Mr.  Pierce,  have  you  concluded  your  proliminnry 
statement? 

Mr.  Pierce.  Just  a  few  words  more.  I  only  have  one  more  swfz- 
gestion  to  make. 

Mr.  DoREMUs.  I  would  suggest  to  the  Chairman  that  he  remind  the 
members  of  the  committee  who  came  in  late  of  our  agreement. 
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The  Chairman.  That  is,  that  the  witnesses  shall  be  permitted  to 
make  their  preliminary  statement  before  being  interrogated  by  mem- 
l)ers  of  the  committee.    That  was  the  agreement. 

Mr.  Lever.  If  you  will  permit,  Mr.  Chairman — ^and  that  the  mem- 
bers be  permitted  to  ask  questions  in  the  order  in  which  they  sit 
around  the  table. 

Mr.  Taylor.  Mr.  Chairman,  will  you  permit  another  suggestion — 
I  was  not  present — ^and  that  is,  it  is  rather  unseemly  for  us  to  get 
into  a  debate  with  the  witness  and  to  discuss  the  bill  at  this  stage, 
it  seems  to  me,  because  erroneous  impressions  are  likely  to  go  out  to 
the  country  about  what  we  are  doing,  whereas  we  ought  to  discuss 
those  matters  in  executive  session,  rather  than  argue  with  the  wit- 
ness back  and  forth. 

The  Chairman.  I  do  not  know  how  the  Chair  can  keep  members 
of  the  committee  from  carrying  on  their  investigation  in  thoir  own 
way. 

Mr.  Taylor.  That  is  a  rule  that  we  followed  in  the  Public  Lands 
Committee,  and  it  tends  to  an  orderly  presentation  of  the  matter, 
makes  a  better  looking  record  and  prevents  erroneous  impressions 
from  getting  out. 

The  Chairman.  Now  what  is  the  next,  Mr.  Pierce? 
^  Mr.  Pierce.  I  suggest  that  in  section  15,  after  the  word  "  or ''  in 
line  9,  page  22,  there  be  inserted  the  words  "  in  case  such  new  license 
IS  rejected  by  the  original  licensee."  As  a  matter  of  justice  the  origi- 
nal licensee  should  have  the  first  right  to  a  new  lincense,  and  it  will 
undoubtedly  be  in  the  public  interest  to  continue  the  operation  of  the 
property  in  the  hands  of  the  original  licensee,  whose  organization, 
finances  and  business  would  have  been  established. 

These  changes  are  all  that  I  have  to  recommend.  I  have  made 
uo  suggestions  relating  particularly  to  matters  governing  water 
powers  in  the  public  lands  and  forest  reserves  as  the  water  power  I 
am  interested  in  is  located  in  a  navigable  stream,  but  no  doubt  val- 
uable amendments  will  be  suggested  hy  those  interested  in  water 
powers  contained  in  the  national  domain,  as  well  as  by  bankers  in 
regard  to  the  financial  questions  involved. 

That  completes  my  preliminary  statement,  Mr.  Chairman. 

The  Chairman.  Now,  gentlemen  of  the  committee,  do  you  desire 
to  ask  Mr.  Pierce  any  questions? 

Mr.  Esch.  This  dam  that  you  intend  to  construct  at  Priest  Kapids 
•«»  primarily  for  irrigation  purposes? 

Mr.  Pierce.  No,  sir ;  as  I  stated  in  my  preliminary  statement  it  will 
be  possible  to  develope  through  the  installation  of  the  dam  which  we 
wish  to  construct  250,000  all  the  year  round  horsepower.  That  is 
i*50,000  horsepower  at  low  water,  the  low  water  period  continuing 
through  November,  December,  January,  Febraury,  and  part  of 
March.  Then  the  river  begins  to  rise  and  through  the  summer  we 
^^ave  a  volume  of  water  four  times  as  great  as  during  the  low  water 
period;  and  thus  during  the  period  between  the  middle  of  March  and 
the  first  of  October  we  may  continue  the  development  of  the  250,000 
primary  horsepower,  which  may  be  used  for  all  the  year  round  pur- 
l)oses,  such  as  the  operation  of  transcontinental  railroads  and  indus- 
trial plants,  and,  by  the  installation  of  additional  units  we  may  de- 
velop 250,000  additional  horsepower,  which  will  be  available  for  use 
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during  the  irrigation  season  for  the  operation  of  electrically  driven 
pumi)ing  plants  to  raise  the  water  to  great  areas  of  land  lying  along 
the  river,  above  the  reach  of  gravity  water.  In  the  central  part  oi 
the  State  of  Washington,  we  only  have  about  four  inches  of  rain  fall 
during  the  year,  but  the  land  will  produce  almost  any  crop  if  given 
water. 

Mr.  EscH.  Then  you  would  use  your  maximum  or  surplus  power 
for  irrigation  purposes  i 

Mr.  Pierce.  Yes,  sir. 

Mr.  EscH.  And  your  normal  power  for  other  power  purposes! 

Mr.  Pierce.  Yes. 

Mr.  EscH.  That  is  your  idea? 

Mr.  Pierce.  Yes,  sir. 

Mr.  Taylor.  Have  you  any  reservoir  site  in  conjunction  with  yout 
plant  ? 

Mr.  Pierce.  No,  sir. 

Mr.  Tatix)r.  Have  you  other  plants  that  you  would  connect  with, 
that  will  be  more  or  less  associated  with  you  in  the  distribution  of 
power? 

Mr.  Pierce.  No,  sir. 

Mr.  Taylor.  You  are  just  one  unit  by  yourselves? 

Mr.  Pierce.  Yes,  sir. 

Mr.  Taylor.  And  have  no  other  connections  at  all  ? 

Mr.  Pierce.  No  other  connections  at  all.  We  are  located  in  a  now 
desert  country  far  from  the  large  cities  of  our  part  of  the  coimtry. 
As  the  crow  flies  we  are  152  miles  from  Spokane,  153  miles  from 
Seattle,  and  160  miles  from  Portland. 

Mr.  Taylor.  Have  those  cities  ample  power  now? 

Mr.  Pierce.  They  have  ample  power,  and  there  is  ample  undevel- 
oped power  near  by  all  of  them. 

Mr.  Taylor.  So  you  can  not  expect  any  customers  in  those  locali- 
ties? 

Mr.  Pierce.  None  at  all.  We  have  to  create  our  market  near  by. 
We  have  the  irrigation  load  and  also  the  transcontinental  railroads, 
who,  I  think,  will  be  glad  to  buy  a  certain  amount  of  power  from  us. 
But  for  the  most  part  we  must  create  our  own  market. 

Mr.  La  Follette.  Mr.  Pierce,  do  you  know  how  many  miles  your 
enterprise  there  will  help  navigation? 

Mr.  Pierce.  About  200  miles,  Mr.  La  Follette. 

Mr.  La  Follette.  It  will  extend  that  far  up  the  river? 

Mr.  Pierce.  Yes,  sir. 

Mr.  La  Follette.  After  you  put  in  your  plant? 

Mr.  Pierce.  Yes,  sir. 

Mr.  La  Follette.  Then  that  would  assist  even  in  rising  it  at  Kettle 
Falls? 

Mr.  Pierce.  No,  I  think  not. 

Mr.  La  Follette.  You  have  your  200  miles  below  Kettle  Falls? 

Mr.  Pierce.  Yes,  sir. 

Mr.  La  Follette.  Of  course  that  river  is  so  sinuous  and  winding 
that  I  did  not  dream  you  were  that  far,  and  I  have  known  that 
country  for  forty  years,  too. 

Mr.  Fierce.  As  the  river  runs  it  is  200  miles. 
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Mr.  La  Follette.  Now  there  can  be  almost  as  much  power  gen- 
erated, if  not  fully  as  much,  at  Kettle  Falls  as  at  your  placet 

Mr.  Pierce.  No,  Mr.  La  Follette,  I  think  not.  1  think  there  could 
be  about  80,000  horsepower  generated  at  Kettle  Falls. 

Mr.  La  Follette.  That  would  be  the  limit  there? 

Mr.  Pierce.  Yes,  sir. 

Mr.  La  Follette.  Have  you  ever  made  any  study  as  to  how  far 
above  navigation  would  be  improved  if  Kettle  Falls  should  be 
dammed  in  the  same  way  that  you  are  going  to  dam  the  waters  at 
Priest  Rapids? 

Mr.  Pierce.  Yes,  sir ;  with  very  small  expenditure  for  the  removal 
of  minor  obstacles  in  the  river,  boats  would  be  able  to  proceed  to 
Sevelstoke  in  Canada.  That  is  up  through  the  Arrow  Lakes.  And 
the  Canadian  people,  who  live  in  British  Columbia,  are  very  much 
interested  and  want  to  cooperate  in  every  way  they  can  to  open  up 
the  river  to  navigation. 

Mr.  La  Follette.  That  is  exactly  what  I  wanted  to  bring  out.  I 
have  talked  with  Canadians  who  hage  told  me  that  they  were  very 
anxious  that  the  United  States  should  do  something  down  there  sa 
that  they  could  join  in  making  that  stream  navigable  as  far  as  pos- 
sible up  into  the  Canadian  country. 

Mr.  JPierce.  Yes,  sir;  that  is  so. 

Mr.  Parker.  Is  there  navigation  below  that  point? 

Mr.  Pierce.  Yes,  sir ;  from  the  Pacific  Ocean  for  400  miles  to  the 
foot  of  Priest  Rapids  1,000-ton  steamers  may  proceed  without  diffi- 
culty at  all  seasons  of  the  year. 

Mr.  Parker.  It  is  not  tidewater,  though? 

Mr^  Pierce.  No,  sir. 

Mr.  Parker.  You  say  1,000-tlon  steamers? 

Mr.  Pierce.  Yes ;  at  all  seasons  of  the  year. 

Mr.  PaUksr.  What  draft  are  those  boats? 

Mr.  Pierce.  About  5  to  6  feet. 

Mr.  Parker.  Flatboats? 

Mr.  Pierce.  Yes;  the  kind  that  they  use  in  the  Mississippi  and 
Missouri  Rivers. 

Mr.  Hamilton.  Have  you  entered  ui>on  construction? 

Mr.  Pierce.  No,  sir.  For  five  or  six  years  past  we  have  been 
purchasing  the  necessary  land  that  would  be  overflowed.  Out  of 
some  6,000  acres,  approximately,  that  would  be  overflowed ;  my  com- 
pany owns  all  but  about  280  acres,  of  which  130  acres  is  Government 
land  and  the  balance  privately  owned  land.  We  also  have  acquired 
from  the  State  the  right  to  overflow  the  banks  of  the  stream  between 
high  and  low  water.  And  we  have  bought  some  State  lands  which 
are  necessary,  and  have  acquired  from  the  State  all  necessary  rights 
to  enable  us  to  proceed  with  the  development. 

The  Chairman.  How  much  additional  distance  on  the  river  would 
be  made  navigable  by  the  construction  of  the  dam? 

Mr.  Pierce.  About  200  miles. 

The  Chairman.  Adding  about  one-third  more  to  the  navigability 
of  the  stream  ? 

Mr.  Pierce.  Yes,  sir. 

Mr.  Hamilton.  How  do  you  proceed  to  get  the  right  to  overflow 
Government  land  ? 
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Mr.  Pierce.  I  take  it,  Mr.  Hamilton,  that  the  right  to  overflow 
Government  land  would  come  to  us  through  the  license  issued  under 
authority  of  this  bill.  Otherwise  there  is  no  way  by  which  we  could 
obtain  that  right. 

Mr.  Hamilton.  That  is  what  I  wanted  to  develop  exactly. 

Mr.  Ferris.  You  have  been  working  on  water  power  a  long  time, 
haven't  you? 

Mr.  Pierce.  Yes,  I  have. 

Mr.  Ferris.  You  have  done  pretty  faithful  work  on  it,  and  you 
know  the  views  of  the  water  power  men  pretty  well,  do  you  not  ? 

Mr.  Pierce.  I  think  so.    I  have  talked  with  a  great  many  of  them. 

Mr.  Ferris.  Do  you  feel  that  this  bill  with  the  amendments  sug- 
gested by  Mr.  Merrill,  with  the  additions  suggested  by  you,  do  you 
think  it  meets  the  approval  of  most  of  the  water  power  men?  Or 
have  you  conferred  with  them  enough  to  be  able  to  say  ? 

Mr.  Pierce.  Yes,  I  think  they  feel  that  with  some  amendments 
yet  to  be  offered  the  bill  would  be  workable  and  that  development 
could  proceed,  and  that  we  could  obtain  development  capital. 

Mr.  Ferris.  Do  the  banks  feel  that  they  could  loan  money  under 
this? 

Mr.  Pierce.  Yes,  sir;  with  some  amendments  which  I  think  the 
bankers  intend  to  suggest  to  the  committee. 

Mr.  Ferris.  Do  most  of  the  operators  with  whom  you  have  talked 
feel  the  same  way? 

Mr.  Pierce.  Yes,  sir. 

Mr.  Ferris.  Will  all  the  testimony  that  follows,  so  far  as  you 
know,  pretty  well  bear  out  the  view  you  have  ? 

Mr.  Pierce.  Yes,  sir.  Of  course  I  can  not  speak  for  the  other's, 
but  I  believe  it  will. 

Mr.  Ferris.  You  know  that  in  the  past  there  have  been  different 
groups  with  different  views. 

Mr.  Pierce.  I  think  they  are  pretty  well  of  the  same  opinion  now. 

Mr.  Ferris.  Those  differences  have  been  pretty  well  ironed  out 
now? 

Mr.  Pierce.  Yes,  sir. 

AMKNDMENTB   SUGGESTED   BY    MB.    HENKY    J.    PIERCE,   OF   SEATTLE,    WASH.,   TO   **  PBO- 
POSED    HOUSE   SUBSTrrUTE   FOR    SENATE    BILL    1410." 

I.  Amend  section  7  as  follows : 

PaKe  13.  line  3.  after  the  word  "  Issuing,*'  strike  out  the  word  "  licenses," 
and  insert  In  lieu  thereof  the  wonls  "  preliminary  permits.*' 

Page  13,  line  11,  after  the  word  "  applicant,**  Insert  the  words  **  best  qualified 
under  the  laws  of  the  State  in  which  the  project  is  to  be  located,  and  through 
ownership  of  necessary  property  and.** 

As  amende<l  said  section  w^ould  read  as  follows : 

"  Sec.  7.  That  in  issuing  preliminary  permits  hereunder,  the  commission  may 
In  its  discretion  give  preference  to  applications  for  licenses  by  States  and 
municipalities  for  developing  power  for  State  and  municipal  purposes,  pro- 
vided the  plans  for  the  same  are  deemed  by  the  commission  to  be  adequate 
to  conserve  and  utilize  In  the  public  Interest  the  navigation  and  water  resources 
of  the  region;  and  as  between  other  applicants,  the  commission  may  likewise 
give  preference  to  the  applicant  best  qualified  under  the  laws  of  the  State  In 
which  the  project  is  to  be  locatetl,  and  through  ownership  of  necessary  prop- 
erty and  the  plans  of  which  it  finds  and  determines  are  best  adapte<l  to  develop, 
conserve,  and  utilize  In  the  public  interests  the  navigation  and  water  resources 
of  the  region.** 
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II.  Amend  paragraph  (d),  section  10,  as  follows: 

Page  16,  line  12,  after  the  word  "  regulations  "  inHeit  the  words  "  and  shall  be 
based  upon  the  actual  power  generated." 

As  amended,  said  paragraph  would  read  as  follows: 

"(d)  That  the  licensee  shall  pay  to  the  United  States  reasonnble  annual 
charges  in  an  amount  to  be  fixed  by  the  commission.  A  schedule  of  annual 
rates  of  charge,  which  rates  shall  in  no  case  be  less  than  10  cents  per  horse- 
I)ower  per  annum,  shall  be  set  forth  In  each  license.  Such  schedule  of  rates 
shall  be  fixed  by  the  commission  under  general  metho<1s  to  he  prescrlbetl  in  the 
regulations  and  shall  be  baseil  upon  tlie  actual  power  generated ;  and  in  fixing 
such  schedule  the  commission  shall  give  due  consideration  to  any  benefits 
accruing  to  the  licensee  through  the  construction,  operation,  or  maintenance  by 
the  United  States  of  any  navigation  structures  or  headwater  improvements, 
and  shall  also  give  due  consideration  to  and  due  cre<llt  for  the  annual  Interest, 
maintenance,  and  operation  costs  to  the  licensee  on  account  of  any  lock  or 
locks  or  other  aids  to  navigation  constructed,  maintained,  or  operated  at  the 
expense  of  the  licensee :  Provided,  That  licenses  for  the  development,  trans- 
mission, or  distributi(>n  of  power  i)y  States  or  municipalities  solely  for  State 
or  municipal  purposes  may  be  Issued  without  charge;  and  that  licenses  for  the 
development,  transmission,  or  distribution  of  power  for  the  utilization  by  the 
licensee  of  national  forest  timber  to  the  extent  that  power  developed  under 
license  is  so  used,  and  for  domestic,  mining,  or  irrigation  use  in  projects  of 
not  more  than  fifty  horsepower  capacity,  may  be  issued  without  charge ;  but  in 
no  ca.«je  shall  a  license  be  issued  free  of  charge  for  the  develoi>ment  and  utiliza- 
tion of  power  created  by  dams  or  other  works  (H>nstructed  and  owned  by  the 
United  States  for  the  Improvement  of  navigation." 

II.  Amend  paragraph  (a)  of  section  11  as  follows : 

Page  18,  line  2,  after  the  word  "  license,"  insert  the  words  'Truvided,  That 
In  any  valuation  of  the  property  of  the  licensee  for  rate  making  or  other  pur- 
poses, the  cost  of  such  lock  or  locks,  booms,  sluices  or  other  structures  for 
navigation  purposes  shall  be  Included." 

As  amended,  the  paragraph  would  read  as  follows: 

"(a)  That  such  licensee  shall,  to  the  extent  necessary  to  preserve  and  im- 
prove navigation  facilities  at  least  equivalent  to  those  existing  prior  to  the  con- 
struction of  such  dams,  construct  In  whole  or  in  part,  without  exi^ense  to  the 
United  States,  In  connection  with  such  dam.  a  lock  or  locks,  booms,  sluices, 
or  other  structures  for  navigation  purposes.  In  accordance  with  plans  and 
specifications  approved  by  the  Chief  of  Engineers  and  the  Secretary  of  War 
and  made  part  of  such  license:  Provided,  That  in  any  valuation  of  the  prop- 
erty of  the  licensee  for  rate  making  or  other  purjKKses.  the  cost  of  such  lock  or 
locks,  booms,  sin  Ices  or  other  structures  for  navigation  purposes  shall  he 
included." 

IV.  Amend  section  15  as  follows: 

Page  22,  line  9,  after  the  word  "or."  insert  the  wonN  "in  case  such  license 
Is  rejected  by  the  original  licensee." 

As  amended  the  section  would  read  as  follows: 

"Skc.  ir».  Tluit  if  the  Tnited  States  does  not,  at  the  expiration  of  the 
original  license  or  of  any  license  subsequently  issued,  exercise  its  rights  to 
take  over,  nuiintain,  and  operate  any  project  or  projects  of  the  Ihrensee  as 
provided  in  section  f(»urteen  hereof,  the  conunisslcm  Is  authorized  to  Issue 
a  new  license  to  the  original  licensee  upon  such  terms  and  conditions  as  may 
be  authorizetl  or  re<iuired  under  the  then  existing  laws  and  regulations,  or 
in  case  such  license  is  rejected  by  the  original  licensee  to  issue  a  new  license 
under  said  terms  and  conditions  to  a  new  licensee,  which  license  may  cover 
any  project  or  projects  covered  by  the  original  license,  and  shall  be  issued 
on  the  condition  that  tlie  nt»w  license  sliall.  before  taking  possession  of  .such 
project  or  proje<*ts.  i>ay  such  amount  for  the  property  taken,  and  assume 
such  contracts  as  the  United  States  Is  required  to  do,  in  the  manner  .spetMfied 
In  section  fr)urteen  hereof:  Provided,  honevvr.  That  if  any  proje<*t  or  projects 
shall  not  be  taken  over  by  the  United  States  or  by  a  new  licensee,  the  terms 
and  conditions  imposed  ui>ou  the  original  lictensee  In  any  new  licen.se  tendered 
shall  not  be  such  as  to  impair  the  net  investment  of  the  increase  in  said  proj- 
ect or  projects." 
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STATEMENT  OF  HOK.  ALBERT  JOHNSON,  A  EEPRESENTATIVE  11^ 
CONGRESS  FROM  THE  STATE  OF  WASHINGTON. 

Mr.  Johnson.  Mr.  Chairman,  I  beg  leave  to  present  resolutions 
adopted  by  the  city  councils  of  Tacoina,  Seattle,  Bellingham,  and 
Spokane,  with  reference  to  water-power  legislation.  These  resolu- 
tions have  been  recently  adopted  and  these  are  attested  copies.  I 
call  attention  to  tlie  fact  that  the  resolutions  of  the  city  councils  of 
Tacoma,  Bellingham  and  Seattle  are  identical.  Therefore  I  shall 
offer  for  the  record  only  the  Tacoma  resolutions,  which  are  as 
follows : 

KK80LUT10N  6744  (by  Gbonen). 

Whereas  the  city  of  Tacoma  has  a  niuuicipaHy  ownetl  Ught  and  power  plant  of 
the  value  of  approximately  five  miUion  dollars  ($5,000,000),  and  said  plant  now 
has  more  than  twenty  thousand  (20,000)  customers,  and  the  city  is  now  con- 
templating the  acquisition  and  development  of  a  power  site  on  the  South  Fork 
of  the  Skokomlsh  River  In  the  Olympic  National  Forest,  or  the  Owlitz  River 
in  Rainier  National  Forest;  and 

Wliereas  the  President  of  tlie  United  States  has  recommendetl,  and  (Congress 
is  consider inji:,  tlie  passage  of  additional  legislation  relating  to  the  use  of  the 
lands  of  the  United  States  for  the  development  of  water  power,  and  a  hill  has 
been  introduced  in  the  House  of  Representatives  during  the  month  of  January,. 
1918,  known  as  the  ^'Administration  bill,*'  and  an  examination  of  said  bill  dis- 
closes that  no  authority  is  expressly  conferred  upon  the  States  or  legal  subdi- 
visions thereof  to  condenm  the  rlglits  of  the  licensees  un<ler  the  i)rovisions  of 
said  bill :  Now,  therefore. 

Be  it  resolved  hu  the  eoumnl  of  the  city  of  Tacoma,  That  the  city  of  Tacoma 
respectfully  urges  that  Congress,  in  passing  any  water-power  legislation,  specifl- 
cally  authorize  the  several  States  and  legal  subdivisions  thereof  to  condemn  the 
rights  of  the  licensees  upon  Government  lands,  upon  making  just  compensation 
therefor  under  tlie  provisions  of  the  eminent-domain  statutes  of  tlie  various 
States. 

Bv  it  further  resolved,  Tliat  section  19  of  said  so-calle<l  "  Administration  " 
water-power  bill  be,  and  the  same  is  hereby,  approved  by  the  city  of  Tacoma  for 
the  reason  that  the  wording  of  said  section  relating  to  the  regulation  of  the 
rates  and  management  of  the  corporation  developing  the  site  upon  the  public 
domain  Is  not  prejudicial  to  the  Interests  of  the  city.  Congress,  however,  is 
expressly  urged  to  refrain  from  amending  said  section  to  embody  the  provisions 
of  the  so-called  "  Shields"  Senate  bill,  for  the  reason  that  under  the  said  provi- 
sions of  the  "  Shields  "  bill  the  city  of  Tacoma  would  be  prevented  from  acquir- 
ing or  developing  the  water-ixiwer  site  ui>on  the  public  domain,  since  the  provi- 
sions of  said  "  Shields "  bill  make  it  obligatory  that  the  licensee  thereunder, 
whether  a  municipal  or  private  corporation,  shall  be  under  the  regulation  of  the 
State  public  service  commission,  whereas  the  munlclimlities  of  the  State  of 
Washington  are  permitted  to,  and  do.  regulate  and  govern  their  own  publicly 
owned  utilities. 

Be  it  further  resolved.  That  a  copy  of  this  resolution  be  immediately  for- 
warded to  the  special  committee  of  the  Uniteil  States  House  of  Representatives, 
to  which  has  been  referred  all  questions  relating  to  water-power  development, 
and  to  each  Senator  and  (Congressman  from  the  State  of  Washington. 

Adopte<l  on  roll  call  February  13.  1918.    Yens— Atkins.  Drake.  Gronen.  Pettlt. 

Fawcett.    Nays.  0.  .    ,.   r^  w 

A.  \ .  FAWcK'rr.  Mayor, 

Vtte^t  * 

w!  P.  NicKKrs.  City  Clerk. 

The  Spokane  resolutions  are  in  different  form  and  are  as  follows: 

City  Clerk's  File  No.  20757: 

KESOI.I'TIOX. 

Whereas  there  are  pen<llng  before  (Congress  several  bills  providing  for  addi- 
tional legislation  in  relation  to  the  use  of  the  lands  of  the  ITnlted  States  for 
the  development  of  water  power;  and  ,11        i*u 

Whereas  the  prImaiT  purpose  of  legislation  in  the  disposal  of  such  lands,  with 
the  water-power  rights  appurtenant  thereto,  should  be  to  secure  to  all  the  people 
the  greatest  i^ossibie  benefit  from  these  public  resources :  and 
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Whereas  by  the  lawH  of  the  State  of  Washiugtou  municipally  owued  public 
utilities  are  not  and,  in  the  opinion  of  the  council,  should  not  be,  subject  to  regu- 
lation by  our  public  service  commission :  Therefore, 

He  it  resolved  by  the  city  council  of  the  city  of  Spokane: 

First.  That  any  water-power  legislation  passed  by  Congress  should  provide 
that,  as  between  rival  claimants  for  land  or  power,  municipalities  should  have 
the  first  right. 

Second.  That  the  rights  acquired  by  private  coriwrations  or  individuals  uutler 
such  legislation  should  be  subject  to  condenmation  by  the  State,  or  by  municipal 
subdivisions  thereof,  in  accordance  with  the  laws  of  the  State  in  which  such 
|)ower  or  lands  are  situatetl,  uiM>n  payment  of  Just  comi)ensation  therefor. 

Third.  That,  while  recognizing  the  wisdom  of  limiting  the  ac*quisltion  of  such 
rights,  as  to  private  corporations  or  persons,  to  such  corporations  or  persons  as 
are  subject  Up  regulation  by  the  public-service  commissions,  this  limitation 
shtmld  not  be  imi>oKe<l  upon  municipal  coriK>rations.  where  the  laws  of  the  State 
do  not  subject  nuinicipnliy  owne<l  utilities  t<»  such  regulation. 

Passed  the  city  <*oiincll  Februin-y  11,  1{)1.S. 

F.  \V.  Kki.lam,  City  Clvrk, 

m 

Mr.  Chairman,  as  the  committee  has  summoned  numerous  wit- 
nesses who  are  present  and  waiting  to  be  heard,  I  shall  not  take 
much  time.  Permit  me  to  call  attentioji  to  the  fact  that  the  resolu- 
tions urge  that  as  between  rival  claimants  for  power  or  for  land 
on  which  to  build  power  houses,  municipalities  should  have  first 
right,  and  I  sincerely  hope  that  the  committee  will  take  this  sug- 
gestion into  consideration  in  framing  the  bill.  Also,  I  desire  to  call 
attention  to  the  paragraph  in  the  Tacoma  resolution  which  asks  that 
municipalities  shall  nave  the  right  to  go  to  Federal  domain  for 
water  power.  It  is  desired  that  they  shall  always  have  that  right, 
and  the  first  right.  Representatives  Taylor,  of  Colorado,  and  La 
FoUette,  of  Washington,  who  are  members  of  this  special  committee, 
have  long  advocated  the  rights  of  western  municipalities  to  secure 
power  from  adjacent  Federal  domain.  They  are  familiar  with  the 
subject,  they  know  the  success  of  municipal  power  in  our  western 
cities,  and  they  know  that  as  our  ^owth  becomes  more  rapid  towns 
will  quickljr  expand  into  cities  of  size,  and  have  need  for  much  water 
power,  which  in  many  localities  is  to  be  found  in  the  public  domain 
which,  as  things  are  now  going,  is  likely  to  continue  to  be  public 
domain. 

The  Chairman.  You  may  proceed  now,  Mr.  Townley. 

STATEMENT  OF  ME.  CALVERT  TOWNLET,  ASSISTANT  TO  THE 
PRESIDENT  OF  THE  WESTINOHOUSE  ELECTRIC  &  MANXTFAG- 
TTTRING  CO.,  NEW  YORK  CITY. 

Mr.  Townley.  I  am  at  present  assistant  to  the  president  of  the 
Westinghouse  Electric  &  Manufacturing  Co.,  and  was  formerly  vice 
president  of  the  Niagara,  Lockport  &  Ontario  Power  Co.,  and  at 
another  period  vice  president  of  the  Housatonic  Power  Co.,  I  have 
been  ^vmg  attention  to  the  various  features  of  the  water  power 
situation  for  many  years.  My  company  is  the  manufacturer  oi  elec- 
trical apparatus  needed  when  water  powers  are  developed  and 
therefore  hopes  that  favorable  legislation  may  be  enacted.  Further, 
I  am  here  because  I  have  a  deep  personal  interest — ^not  financial — 
in  water  powers. 

I  would  like,  if  you  please,  to  speak  of  this  subject  not  on  a  war 
basis,  but  on  a  peace  basis,  because  the  development  of  water  power 
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takes  quite  a  while,  and  unless  the  war  should  be  drawn  out  to  last 
a  very  long  time  it  would  be  difficult  to  develop  any  ver^  large  num- 
ber of  water  powers  and  have  them  in  operation  in  time  to  be  of 
service  in  the  war. 

The  introduction  of  electricity  as  a  means  for  transmitting  power 
over  considerable  distances  and  its  subsequent  rapid  development 
completely  changed  the  status  of  hydraulic  power.  Previously  such 
power  could  only  be  used  near  falling  water.  Now  it  is  commer- 
cially available  in  convenient  form  within  a  radius,  in  some  in- 
stances, up  to  200  miles — ^a  fact  that  has  made  it  possible  to  utilize 
water  powers  even  when  located  in  remote  and  inaccessible  places. 
Indeed,  to-day  practically  all  hydraulic  devlopments  of  any  magni- 
tude are  hydroelectric. 

Along  with  improvements  in  the  art  of  electrical  transmission 
have  come  equally  rapid  developments  in  the  application  of  electric- 
ity. Electric  light  has  become  almost  the  universal  illuminant. 
Electric  motors  largely  drive  our  factories  and  propel  all  our  street 
cai*s.  They  have  made  substantial  progress  in  replacing  steam  loco- 
motives on  some  large  railroads  while  the  manufacture  of  nitrog- 
enous products  for  explosives  and  fertilizers,  and  of  such  products 
as  abrasives  and  aluminum,  depends  for  its  conunercial  success  on 
electrochemistry.  In  an  endeavor  to  supply  the  demand  for  electric 
current  thus  created  large  central  generating  stations  have  been  es- 
tablished in  or  near  all  large  centers  of  population. 

In  the  light  of  the  foregoing,  it  might  seem  reasonable  to  suppose 
that  a  large  proportion  of  the  modern  demand  for  electric  current 
would  be  supplied  from  the  energy  in  falling  water.  Such,  however, 
is  not  the  case*  Accurate  statistics  are  difficult  to  obtain  but  some  ap- 
proximate totals  may  prove  illuminating*  It  has  been  estimated  by  a 
careful  engineer  that  in  1911  there  were  over  26,000,000  steam  engine 
horsepower  capacity  in  use  (including  railroad  locomotives),  in  the 
United  States.  Making  liberal  allowances  for  correction  in  these  sev- 
eral figures  it  seems  probable  that  there  are  in  service  from  four  to  five 
times  as  many  steam  as  water  horsepower  and  that  there  are  still  un- 
developed water  horseppwer  equal  at  least  to  twice  that  of  all  the 
steam  capacity  in  service.  Some  of  the  undeveloped  power  sites  are 
too  remote  from  any  market  to  be  now  utilized,  and  an  uncertain 
number  are  not  commercial  prospects;  but,  even  so,  it  is  clear  that  the 
possibilities  of  the  additional  development  are  very  great. 

As  has  been  brought  out  by  previous  testimony,  no  accurate  esti- 
nuite  of  the  total  amount  of  hydraulic  power  is  obtainable,  but  the 
figure  most  frequently  used  for  all  the  water  power  in  the  United 
States  is  probably  60,000,000  horsepower.  I  make  that  statement 
with  a  reservation,  because  it  is  based  on  admittedly  meager  informa- 
tion, but  I  know  of  no  better  figure  to  use. 

The  United  States  census  in  1912  gave  4,870,000  horsepower  of  this 
hydraulic  power  developed :  and  Mr.  Merrill's  report,  which  the  Sec- 
retary of  Agriculture  presented  in  January,  1916,  estiiiiated  that  this 
total  had  been  increased  to  six  and  a  half  millions. 

There  are  two  fundamental  causes  which  have  militated  against 
the  substitution  of  hydroelectric  for  steam-electric  power.  One  is 
economic  and  permanent;  the  other  is  statutory'  and  therefore  subject 
to  modification.     Roth   reasons  apply  to  some  powers  but  neither, 
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hydroelectric  power  can  not  prevail  against  steam  competition  at  the 
same  or  a  sligntly  lower  price.    It  must  be  materially  lower. 

In  what  I  have  said  I  am  seeking  to  combat  the  widely  held  but 
mistaken  view  that  any  water-driven  plant  will  produce  power  at 
lower  cost  than  steam,  and  that  the  margin  is  so  large  investors  gen- 
erally are  eagerly  seeking  a  chance  to  put  money  into  hydroelectric 
projects.  The  most  careful  investigation,  frequently  demanding  sub- 
stantial expenditures  and  the  keenest  scrutiny  by  experts,  is  needed 
to  discriminate  between  >vorthy  and  commercially  impractical  pro- 
jects, and  the  difference  is  often  so  small  that  the  miposition  of  even 
what  seem  to  be  minor  burdens  is  sufficient  to  turn  the  scale  in  favor 
of  steam  and  entirely  prevent  what  might  otherwise  be  a  desirable 
hydroelectric  development. 

It  should  be  pointed  out  that  an  hydroelectric  enterprise  being  once 
successfully  established,  it  is  alike  to  the  interest  or  the  owners,  of 
the  Government,  and  of  the  public  that  it  should  continue  indefinitely 
without  interruption.  There  is  no  economic  reason  to  be  served  by 
a  cessation  and  the  only  reasons  for  providing  a  legal  means  of  recap- 
turing the  installation  and  the  water  rights  are,  first,  to  preserve  an 
additional  measure  of  (Tovernment  control  against  possible  abuse  by 
the  permittee,  and,  second,  against  a  remote  contingency  which  might 
make  it  desirable  that  the  Government  would  want  to  use  the  power 
for  some  other  purpose. 

A  successful  power  enterprise  at  the  end  of  50  years  will  have  mul- 
ti  plied  the  capacity  of  its  initial  installation  many  times,  variously 
estimated  at  from  five  to  twenty.  In  doing  so,  it  is  almost  certain 
that  not  only  will  the  entire  power  available  at  the  original  site  be 
fully  developed  but  other  powers  as  well,  which  latter  may  or  may 
not  be  dependent  upon  Government  permits.  Still  further,  in  nearly 
all  cases  steam  plants  as  well  as  water  plants  are  necessary.  These 
steam  plants  are  necessary  to  supplement  hydroelectric  power  at 
periods  of  low  water  and  in  case  of  interruption,  as  well  as,  in  some  in- 
stances, to  provide  increased  capacity.  In  fact,  modem  practice  is 
rapidly  approaching  that  of  providing  steam  capacity  equal  to  100 
per  cent  of  hydroelectric  for  the  purposes  stated.  In  any  event,  the 
grow^th  of  the  enterprise  over  a  term  of  years  will  be  continuous  and 
progressive.  There  will  never  c(?me  a  time  when  it  may  be  said  to 
have  been  completed  and  subject  to  no  further  expansion. 

This  continuing  growth  makes  burdensome  and  usually^  abortive 
any  attempt  to  amortize  the  investment,  while  the  investment  in 
othei'  water  powois  or  in  steam  plants  or  both,  interconnected  with 
and  generally  dependent  for  their  economic  operation  on  the  original 
development,  renders  the  right  to  recapture  that  development  only 
very  onerous  and  one  which  constitutes  a  serious  impediment  to  the 
free  and  full  development  of  an  enterprise  which  is  otherwise  most 
•lesirable  from  all  standpoints. 

Hydroelectric  enterprises  must  compete  with  the  demands  of  other 
industries  for  capital.  Experience  has  shown  that  even  without  the 
imposition  of  additional  financial  burdens  many  of  them  are  not  suf- 
ficiently atractive  to  secure  development  and,  as  the  attractive  pros- 
pects grade  by  imperceptible  degrees  into  the  unattractive  ones,  it  is 
perhaps  self-evident  that  every  additional  burden,  however  small, 
transfers  a  percentage  of  such  projects  from  commercial  into  uncom- 
mercial prospects. 
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The  benefit  from  substituting  hydroelectric  for  steam  power  is 
not  only  a  saving  of  coal.  The  labor  which  mines  that  coal  is  also 
.saved,  and  the  railroad  facilities  which  transport  it  may  be  devoted 
fo  other  uses.  It  has  been  stated  that  at  least  30  per  cent  of  the  total 
railroads'  transportation  facilities  are  occupied  m  hauling  coal  for 
their  own  uses  only. 

To  mv  mind,  Mr.  Chairman,  the  danger  in  the  legislation  before 
you  is  that  it  will  not  accomplish  the  result  which  is  sought  to  be  ac- 
complished. I  fear  that  even  if  all  legislative  restrictions  of  every 
nature  should  be  removed  so  that  water-power  development  could  be 
undertaken  either  on  public  lands  or  on  navigable  streams  without 
any  more  burdens  or  restrictions  than  now  obtain  when  such  devel- 
opments are  on  private  lands,  even  then  only  a  very  small  percent- 
age of  the  available  water  power  of  the  country  would  be  developed. 
Some  projects  will  be  undertaken  without  doubt,  and  they  may  ag- 
gregate quite  a  respectable  total  in  horsepower,  but  the  percentage 
which  this  total  represents,  the  ratio  it  bears  to  the  country^  vast  pos- 
sibilities, I  feel  sure  will  be  small. 

In  this  result  I  look  to  see  the  restrictive  regulations  of  public 
.service  commissions  play  but  a  small  part.  The  controlling  factor 
will  be  competition  from  other  prime  movers — the  possibility  of  pro- 
ducing power  by  other  means  than  by  falling  water  and  of  selling  it 
at  a  lower  price.  Obviously  development  of  water  power  will  not 
be  undertaken  when  steam  power  can  be  produced  and  sold  at  a  lower 
rate  in  the  same  territory. 

In  what  I  have  said  heretofore  I  have  tried  to  show  some  of  the 
economic  facts  on  which  I  base  the  conclusion  that  the  lower  price  of 
steam  power  is  a  general  and  not  an  occasional  condition.  Therefore, 
I  am  reluctantly  forced  to  the  somewhat  unpalatable  conclusion  that 
this  committee  can  not  frame  any  bill  which  it  would  be  wilting  to 
approve,  or  which  Congress  would  pass,  and  which  would  bring 
about  the  development  of  a  large  percentage  of  the  Nation's  water 
powers. 

If  the  conservation  of  coal  for  other  uses,  the  release  of  mining 
labor,  the  freeing  of  railroad  facilities  and  other  incidental  advan- 
tages should  ever  be  deemed  of  sufficient  importdnce  to  warrant  the 
expenditure,  the  development  of  water  power  might  be  encouraged 
and  stimulated  by  Government  subsidies.  I  am  quite  well  aware  that 
such  a  plan  is  now  neither  feasible  nor  desirable,  and  I  am  not  here 
to  propose  it.  I  am  simply  giving  an  opinion  to  which  the  logic  of 
economic  facts  has  driven  me  and  which  perhaps  forcibly  illustrate>s 
the  difficulties  of  the  problem  before  you. 

I  have  not  undertaken,  Mr.  Chairman,  to  suggest  any  amendments 
to  your  bill.  I  have  read  it  with  some  care,  and  I  have  compared  it 
with  some  bills  previously  considered.  For  the  most  part  it  seems 
to  be  well  drawn  and  to  disclose  an  effort  to  eliminate  the  objec- 
tionable provisions  at  which  criticism  has  been  aimed  for  so  many 
years.  Feeling  as  I  do  about  the  controlling  economic  facts,  however, 
and  having  the  fear  that  no  bill  can  accomplish  the  results  which 
many  hope  for,  I  am  not  attempting  to  suggest  specific  amendments. 
That  is  tne  end  of  my  preliminary  statement. 

Mr.  L^VER.  You  take  the  position  that  no  legislation  which  puts 
any  restrictions  whatever  upon  water  power  wUl  succeed  in  accom- 
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plishing  the  development  of  water-power  resources  of  this  country? 
is  that  the  right  view  of  your  statement? 

Mr.  Town  LEY.  Yes,  sir. 

Mr.  Lever.  Your  theory  is  that  we  ought  to  take  all  restrictions 
ott  and  let  the  whole  business  run  wild  and  get  the  best  out  of  it  we 
can? 

Mr.  Town  LEY.  I  do  not  advise  that,  sir.  I  simply  say  I  think  eco- 
nomic conditions  are  such  that  even  if  an  extreme  position  should  be 
taken,  no  development  of  any  large  percentage  of  water  powers 
would  be  brought  about. 

Mr.  Lever.  Your  view  goes  further  than  the  lack  of  regulation. 

Mr.  Town  LEY.  Yjs,  sir. 

Mr.  Lever.  It  goes  to  the  extent  that  it  may  be  necessary  for  the 
Government  to  subsidize  some  of  these  concerns  in  order  that  de- 
velopment of  them  may  be  had  ? 

Mr.  Townley.  I  am  not  advocating  subsidizing,  but  I  believe  that 
support  must  come  from  some  source  if  any  large  percentage  of 
water  powers  are  to  be  developed. 

Mr.  Lever.  As  a  general  proposition,  aside  from  the  economic  side 
of  it.  do  you  feel  that  there  should  be  any  regulation  of  the  develop- 
ment of  water  power  in  this  country,  or  will  result  from  the  develop- 
ment of  water  power? 

Mr.  Townley.  You  mean  regulation  of  rates  of  service? 

Mr.  Lever.  Yes. 

Mr.  Townley.  Certainly ;  yes,  sir. 

Mr.  Lever.  But  you  thmk  that  would  make  it  almost  impossible 
to  get  the  fullest  development  ? 

Mr.  Townley.  I  think  that  any  burdens  which  may  be  imposed 
on  water  power,  whether  they  be  in  the  nature  of  expense  or  of 
hampering  restrictions  due  to  regulation,  will  reduce  to  some  extent 
the  number  of  powers  that  can  be  commercially  developed.  Of  course 
there  are  some  very  profitable  powers  which  would  be  developed  even 
in  the  face  of  severe  restrictions.  There  are  othei's  which  could  never 
be  developed,  no  matter  what  encouragement  was  afforded,  because 
they  are  not  and  never  could  be  made  commercial.  However,  by  far 
the  greatest  number,  of  powers  are  in  neither  of  these  extreme  classes, 
they  are  somewhere  in  between  the  two,  and  as  each  power  differs 
from  every  other  in  some  essential  they  may  perhaps  be  said  to  grade 
commercially  by  small  degrees  from  one  extreme  to  the  other.  Slany 
are  near  the  dividing  line  and  any  of  these  may  be  readily  changed 
from  a  desirable  to  a  commercially  impracticable  prospect  bv  the 
imposition  of  what  may  seem  to  be  relatively  small  burdens. 

Mr.  Lever.  Then  your  position  is  that  yoii  are  not  opposed  to  the 
Government  regulation  ot  rates  and  uses  of  water  power? 

Mr.  Townley.  Not  at  all. 

Mr.  Lever.  Your  position  is  that  the  burden  of  some  regulation 
might  retard  development? 

Mr.  Townley.  Yes,  sir. 

Mr.  Lever.  You  feel,  however,  that  this  bill,  even  as  carefully 
drawn  as  you  think  it  is.  might  not  bring  the  results  that  its  framers 
hope? 

Mr.  Townley.  Yes,  sir. 

Mr.  Lever.  Have  you  any  compromise  to  suggest;  any  other  plan? 
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Mr.  TowNi^Y.  No,  sir. 

Mr.  EscH.  I  gather  from  what  you  said  that  thei-e  would  be  vast 
areas  in  the  United  States  that  could  not  be  benefited  bjr  electric 
power.  If  the  transmission  line  is  200  miles  or  more  long,  it  is  easy 
to  conceive  of  areas  that  could  not  hereafter  by  any  possibility 
benefit  by  electric  power. 

Mr.  TowNLEY.  That  is  probably  true,  sir. 

Mr.  EscH.  Is  the  state  of  the  art  such  that  you  can  now  predict 
that  that  transmission  will  be  much  in  excess  of  200  miles  in  the 
next  few  years? 

Mr.  TowNLEY.  Power  has  already  been  transmitted  experimentally 
over  much  longer  distances ;  as  Mr.  Merrill  pointed  out  yesterday,  it 
is  now  the  practice  to  connect  transmission  lines  for  many  huiidre<l 
miles.  This  is  done  to  improve  regulations  and  to  relay  one  power 
by  another ;  it  does  not  mean  that  power  is  transmitted  from  one  end 
of  such  a  system  to  the  other.  From  an  engineering  standpoint 
there  is  no  difficulty  in  sending  power  much  greater  distances  than 
at  present,  but  considered  from  a  conmiercial  standpoint  it  becomes 
quite  another  question. 

Mr.  EscH.  That  is  the  question  which  would  really  control,  would 
it  not? 

Mr.  TowKLEY.  It  will;  yes  sir. 

Mr.  EscH.  Has  the  water  wheel  or  the  turbine  been  brought  to  its 
highest  efficiency  now? 

Mr.  TowNLEY.  Well,  he  would  be  a  bold  man  who  would  say  that 
any  machine  has  been  Drought  to  its  highest  efficiency. 

Sir.  EscH.  What  percentage  do  you  get  now  out  of  the  very  best 
wheel  that  you  now  use? 

Mr.  TowNLEY.  I  think  they  claim  about  8  per  cent  for  a  turbine — 
higher  efficiency  for  Pelton  wheels. 

Mr.  EscH.  Are  new  devices  being  invented  from  time  to  time  that 
lessen  loss  in  transmission?  Or  have  you  reached  the  maximum 
in  that  respect? 

Mr.  TowNLEY.  Loss  is  a  function  of  the  cost  of  the  line.  The 
larger  the  electrical  conductor,  the  smaller  the  loss;  and  again  the 
hi^er  the  voltage  or  pressure  at  which  power  is  transmitted,  the 
lower  the  percentage  of  loss.  Loss  in  a  transmission  line  is  there- 
fore controlled  not  by  a  limitation  in  the  art  but  rather  by  com- 
mercial considerations. 

Mr.  EscH.  You  stated,  1  think,  that  the  vicinity  of  coal  would 
always  be  a  factor  in  determining  whether  or  not  a  power  project 
would  be  practicable. 

Mr.  TowNLEY.  The  cost  of  competing  power  is  a  much  more 
effective  agency  in  fixing  the  price  at  which  water  power  may  be 
sold  than  is  the  ruling  o?  any  commission.  A  commission  can  limit 
the  selling  price  of  power,  but  it  can  not  reduce  the  cost  of  production. 
If  the  competing  prime  mover,  generally  a  steam  plant,  can  produce 
power  for  less  than  the  water  power  can  produce  it,  naturally  the 
water  power  goes  out  of  business  or,  as  is  most  frequently  the  case, 
its  promoters  determine  the  cost  of  steam  power  m  advance  and 
the  water  power  is  never  built. 

Mr.  EscH.  Yet,  with  the  Keokuk  power  plant  on  the  Mississippi 
River,  located  right  in  the  heart  of  the  great  Illinois  coal  field,  they 
are  running  the  street  car  linos  of  St.  Louis. 
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Mr.  TowNLEY.  I  would  not  wish  to  be  understood,  sir,  as  saying 
that  there  are  no  power  projects  which  can  compete  with  coal.  The 
cost  of  electric  power  produced  by  falling  water  is  a  function  of  the 
investment  necessary  to  develop  that  power  and  of  the  percentage 
of  load  which  the  Inachinery  m  it  averages  to  carry.  If  the  cost 
of  construction  per  unit  of  capacity  be  small  enough  and  the  load 
be  large  enough,  hydroelectric  power  can  be  produced  at  a  lower 
cost  than  can  steam  electric  power  by  the  best  steam  plants.  I  am 
seeking  to  show^  that  while  these  conditions  occur  occasionally,  there 
is  a  misleadirg  belief  among  many  of  our  people  that  the  cost  of 
water  power  averages  very  much  less  than  it  really  does. 

Mr.  EscH.  Well,  the  whole  trend  of  your  remarks,  as  to  the  effect 
of  the  bill  is  that  ^ou  think  we  should  not  arouse  false  expectations 
as  to  the  possibilities  of  water-power  development?    Is  that  it? 

Mr.  TowNLEY.  Yes,  sir. 

Mr.  Hamilton.  I  understood  ycni  to  say  that  water-driven  power 
is  inferior  to  steam-driven  power.  I  do  not  know  whether  I  quote 
you  accurately  or  not.    Did  you  fully  develop  that  idea  ? 

Mr.  TowNLEY.  Perhaps  not.  The  reasons  are  greater  chance  of 
interrupted  service  and  .of  variable  pressure.  Stream  flow,  of  course, 
is  subject  to  seasonal  variation.  It  is  lower  in  one  season  of  the  year 
than  another.  In  some  sections  of  the  country  it  is  lower  in  summer^ 
and  in  some  it  is  lower  in  winter.  Then  in  winter  ice  may  clog  the 
water  wheels  and  prevent  the  water  from  flowing  through.  Water 
power  is  usually  located  at  a  considerable  distance  from  its  point  of 
utilization,  whereas  the  steam  plant  is  usually  near  its  market.  That 
makes  it  necessary  to  construct  longer  transmission  lines  for  the 
water  power  than  for  steam.  A  transmission  line  is  subject  to  break- 
age by  wind  or  sleet  and  to  damage  by  lightning.  The  longer  the 
line  the  greater  is  the  drop  in  pressure;  and  as  tne  drop  is  propor- 
tional to  the  current  flowing,  a  sudden  change  of  load  will  cause  a 
corresponding  change  in  pressure  at  the  receiving  end,  which,  unless 
compensated  for  by  a  reverse  adjustment  at  the  sending  end,  will 
result  in  light  fluctuation  and  may  change  the  speed  of  every  motor. 
None  of  these  conditions  apply  to  steam  with  anything  like  the  same 
force,  therefore  the  service  as  rendered  by  a  water-driven  plant  is 
never  better  than  that  supplied  by  a  steam-driven  plant  and  usually 
it  is  not  as  good.  So,  therefore,  no  consumer  will  pay  more  for  water 
service.  Usually  the  rate  has  to  be  considerably  less  in  order  to  be 
attractive. 

Mr.  Hamilton.  At  first  thought  I  would  say  that  the  water-driven 
power  would  be  steadier,  without  being  informed  on  the  subject,  on 
the  theory  that  the  water  is  steadily  flowing  by,  and  that  it  would 
give  steady  power. 

By  the  way — ^this  is  an  academic  question,  but  I  know  you  are  an 
expert  in  certain  directions — what  do  you  experts  say  electricity  is? 

Mr.  TowNLEY.  My  hands  are  up.  I  am  afraid  I  shall  have  to  be 
excused  from  answering  that. 

Mr.  Hamilton.  I  didn't  know  but  what  you  had  worked  out  some 
sort  of  a  theory  about  it. 

Mr.  TowNLEY.  No,  sir. 

Mr.  Hamilton.  A  certain  book  that  I  have  read  recently  has  not 
given  me  very  much  information  on  the  subject. 
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Mr.  TowNLEj.  I  don't  know  any  book  that  will  tell  yuii  what  it  is. 

Mr.  Hamilton.  You  are  a  practical  man;  what  do  you  think  it  is? 
What  do  you  practical  men  think  it  is? 

Mr.  TowNLEY.  Well,  the  scientists  claim  it  is  a  form  of  motion  of 
the  particles  of  ether.    That  is  as  far  as  I  can  go. 

Mr.  Hamilton.  They  usually  call  it  "juice,'"  don't  they?  fLaugh- 
ter.] 

Mr.  TowNLEy.  Yes,  sir. 

Mr.  Eaker.  I  would  like  to  ask  one  preliininary  question,  and  upon 
your  answer  will  depend  my  further  questions.  What  is  your  busi- 
ness, Mr.  Townley  ? 

Mr.  Tow^NLEY.  I  am  assistant  to  the  president  of  the  Westinghouse 
electric  &  Manufacturing  Co. 

Mr.  Baker.  How  long  have  you  bei^i  interested,  in  a  practical  way, 
with  hydroelectric-power  development — development  of  electric 
power  from  water? 

Mr.  Townley.  Well,  I  think  I  took  charge  of  my  first  power 
plant  in  1905. 

Mr.  Raker.  Where  was  that  located? 

Mr.  Townley.  That  was  in  Connecticut,  the  Housatonic  Power 
Co.,  a  development  on  the  Housatonic  River. 

Mr.  Raker.  Where  else  have  you  had  experience? 

Mr.  Townley.  I  .was  for  several  years  vice  president  of  the 
Niagara,  Lockport  &  Ontario  Power  Co.,  which  takes  power  from 
the  Niagara  River  and  transmits  it  over  a  part  of  New  York  State. 
At  the  same  time  I  was  vice  president  of  the  Salmon  River  Co.,  a 
subsidiary  company  to  the  Niagara,  Lockport,  and  Ontario. 

Mr.  Raker.  Where  was  that  operated  ? 

Mr.  Townley.  That  operates  in  New  York.  They  are  both  in  New 
York  State. 

Mr.  Raker.  Have  you  given  this  subject  your  personal  and  actual 
attention — that  is,  actual  development  of  ppwer  in  the  way  of  ma- 
chinery and  in  the  way  of  handling  the  water  and  all  those  things? 
Or  has  your  position  been  simply  that  of  vice  president  of  the 
company? 

Mr.  Townley.  I  have  had  to  do  with  the  engineering,  construction, 
and  operation. 

Mr.  Raker.  Have  you  had  any  experience  in  the  West,  in  Wash- 
ington, Oregon,  California,  and  that  country? 

Mr.  Townley.  None  at  all,  sir. 

Mr.  Raker.  You  are  not  familiar  with  the  cost  of  construction 
and  operation  of  these  plants  in  the  West,  are  you,  as  to  what  re- 
turns they  will  give  on  the  money  invested  i 

Mr.  Townley.  No,  sir. 

Mr.  Raker.  Or  whether  or  not  they  can  be  run  as  cheaply  as  the 
steam-driven  plant? 

Mr.  Townley.  I  am  not  familiar  with  the  western  situation  at  all. 

Mr.  Raker.  On  what  theory  do  you  contend  now  that  that  western 
country,  with  those  locations  that  they  have  out  there,  that  those 
power  plants  can  not  be  installed  and  run  as  cheaply  as  steam 
plants? 

Mr.  Townley.  Because  the  improvement  in  the  fuel  economy  of 
steam  plants  has  been  so  great  that  the  cost  of  fuel,  wtiich  ie  really 
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the  only  material  item  to  offset  against  the  higher  fixed  charges^  of 
a  water  plant  is  now  comparatively  small.  The  cost  of  operating 
the  turbine  room  of  an  hydroelectric  plant  does  not  differ  much 
from  the  cost  of  operating  the  generator  room  of  a  modern  steaui 
plant.  The  prime  movers  are  both  turbifies,  and  the  machinery  is 
not  altogether  dissimilar.  Outside  the  turbine  room,  the  operating 
costs  of  hydroelectric  plants  vary  over  a  wide  range  because  of  the 
difference  in  the  length  of  their  transmission  and  the  extent  of 
their  several  hydraulic  work  lines,  and  it  is  therefore  more  difficult 
to  strike  an  average  result.  As  an  offset  a  steam  plant  has  the  cost 
of  operating  and  maintaining  its  boiler  room.  Eliminating  fuel,  it 
is  perhaps  fair  on  the  average  to  balance  the  upkeep  of  the  boiler 
room,  handling  coal,  handling  ashes  and  other  incidentals,  on  the 
one  hand^  against  the  cost  of  maintaining  and  patrolling  the  trans- 
mission  Imes  and  hydraulic  works  on  the  other,  that  is  to  equate  the 
cost  of  operating  a  steam  plant,  exclusive  of  ruel,  with  these  other 
operating  charges  of  an  hydroelectric  plant. 

Mr.  Raker.  Now,  start  on  the  dynamo.    That  is  the  same,  isn't  itf 

Mr.  TowNLEY.  Yes,  sir. 

Mr.  Raker.  From  that  on  until  you  get  to  the  consumer  there  is 
no  difference,  is  there?  There  are  the  same  appliances,  the  same 
machineiy,  the  same  transmission  and  everythmg  with  the  steam 
plant  ana  the  hydroelectric  plant  ? 

Mr.  TowNLEY.  As  to  maintenance  charges 

Mr.  Raker  (interposing).  Well,  I  say,  the  machinery  and  every- 
thing; there  isn't  any  difference  after  you  leave  your  dynamo,  after 
you  get  to  your  dynamo,  whether  the  dynamo  is  run  by  steam  or 
hydroelectric  power?    From  that  point  they  are  identical? 

Mr.  TowNUEY.  They  are  similar. 

Mr.  Raker.  I  am  putting  the  same  distance  of  transmission.  Is 
there  any  difference? 

Mr.  T0WNI.EY.  On  the  same  distance,  but  that  is  not 

Mr.  Raker  (interposing).  I  know;  but  I  do  not  want  you  to  as- 
sume something  that  is  beyond  the  facts  of  the  case.  Supposing 
there  are  two  plants  located  the  same,  in  the  same  territory,  to  sup- 
ply the  same  class  of  customers;  is  there  any  difference  in  the  ma- 
chinery from  the  power  wheel  to  the  consumer  ? 

Mr.  TowNLEY.  No,  sir. 

Mr.  Raker.  Then  that  is  the  same? 

Mr.  Town  LEY.  Yes,  sir. 

Mr.  Raker.  It  is  a  question  then  as  to  the  keeping  up  of  the  power, 
whether  it  is  from  steam  or  from  hydroelectric  power? 

Mr.  TowNLEY.  Yes,  sir. 

Mr.  Raker.  And  of  course  that  would  depend  then  upon  the  con- 
struction of  the  dam  and  the  pipe  and  intake  to  the  nead  of  the 
wheel,  whether  it  came  from  water  or  whether  it  came  from  steam. 

Mr.  TowNLEY.  Yes,  sir. 

Mr.  Raker.  And  you  are  not  familiar  now,  I  understand,  with 
those  great  power  sites  in  the  West,  as  to  what  can  be  done  with 
them,  as  to  the  relative  cost  as  compared  to  a  boiler  and  coal,  and 
those  things  necessary  to  keep  up  the  plant? 

Mr.  TowNLEY.  I  say  I  am  not  familiar  with  it,  because  I  do  not 
like  to  imdertake  to  testify  before  this  committee  on  anything  except 
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accurate  knowledge.  Of  course  the  statistics  regarding  those  large 
plants  have  been  published  in  engineering  technical  journals  and 
elsewhere  by  the  press,  and  it  is  known  that  the  western  costs  per 
unit  of  installation  are  comparable  with  costs  of  installation  else- 
where ;  and  we  know  that  the  cost  per  unit  of  capacity  for  the  lar^e 
western  hydroelectric  plants  are  fairly  high  and  are  very  far  m 
excess  of  the  cost  of  steam  plants  that  do  the  same  work. 

Mr.  Raejsr.  Is  that  practically  true  in  all  cases? 

Mr. TowNLEY.  Yes;  the  average  cost — ^there  again  1  say  "  average  " 
with  some  reluctance,  because  1  do  not  want  to  be  misleading — the 
average  cost  of  an  hydroelectric  system  will  be  from  two  to  five  times 
as  much  per  unit  of  capacity  as  of  a  steam  system  to  do  the  same 
work. 

Mr.  Kaker.  How  would  you  make  any  change  in  your  statement, 
taking  a  case  like  Los  Angeles,  where  they  started  in  to  make  a 
water  supply  for  their  supply  for  their  city  which  cost  in  the  neigh- 
borhood of  $30,000,000  or  $40,000,000,  and  after  they  got  the  system 
in  which  would  supply  water  for  their  city  they  found  that  they 
had  a  system  constructed  that  was  worth  the  amount  expended  upon 
it  for  power  alone.  Would  you  make  any  distinction  in  your  state- 
ment where  you  found  that  you  could  construct  a  plant  that  would 
provide  both  water  and  power  at  the  same  time? 

Mr.  TowNLEY.  If  I  understand  you  rightly,  a  large  part  of  the 
fixed  charges  on  the  investment  in  the  hydroelectric  plant  would  be 
charged  to  something  else. 

Mr.  Raker.  Now,  take  that  Los  Angeles  case.  After  they  had 
spent  $40,000,000,  they  found  that  the  hydroelectric  energy  alone  was 
worth  the  money  expended  on  it^  although  originally  it  was  ex- 

E ended  for  the  sole  purpose  of  furnishing  a  water  supply  for  the  city. 
)on't  you  make  any  distinction  where  they  can  have  a  double  use 
like  that? 

Mr.  Townley.  Oh,  yes.  I  have  tried  to  make  it  clear,  sir,  that  the 
fixed  charges  on  the  greater  investment  in  an  hydroelectric  plant 
should  be  set  off  against  the  cost  of  fuel  in  a  steam  plant  Now,  ob- 
viously, if  the  same  investment  produces  both  a  water  supply  sys- 
tem and  an  hydraulic  power  plant,  it  is  optional  against  which  of 
these  projects  the  fixed  charges  should  Ue.  You  have  cut  out  a  part 
of  the  fixed  charges  against  either  one  or  the  other  of  these  enter- 
prises. It  might  be  held  that  by  the  construction  of  a  plant  for  the 
purpose  of  water  supply,  an  important  part  of  a  hydraulic  power 
plant  was  created  without  any  additional  cost.  I  am  not  familiar 
with  the  Los  Angeles  situation. 

Mr.  Kaker.  That  is  practically  the  same  as  at  San  Francisco, 
where  they  expect  to  spend  $30,000,000  to  supply  water  for  the  city ; 
but  they  expect  to  generate  electricity  that  will  practically  justify  the 
expenditure  made. 

Mr.  TowNLEY.  I  am  not  familiar  with  that  project. 

Mr.  Baker.  Now,  to  show  the  condition  in  the  West,  isn't  it  prac- 
tically true  that  practically  all  of  these  power  plants  or  dams — ^that 
the  water  there  can  be  used  for  purposes  of  irrigation  which  in  most 
cases  would  justify  the  expenditure  for  irrigation  alone;  and  in  ad- 
dition to  that  you  develop  hydroelectric  energy  that  gives  you  a  justi- 
fication for  that  development  alone? 
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Mr.  Town  LEY.  I  think  that  would  be  very  doubtful. 

Mr.  Rakeb.  You  have  not  studied  the  situation  in  that  western 
country,  have  you? 

Mr.  Town  LEY.  No,  I  have  not  studied  it.  I  am  interested  in  some 
utilities  in  Colorado,  and  I  have  occasion  to  go  there,  but  I  do  not 
pose  as  bein^  familiar  with  Western  conditions.  But  there  are  cer- 
tain conditions  affecting  investment  which  prevail  the  world  over, 
whether  in  the  West  or  in  the  East,  economic  facts  that  can  not  be 
ignored.  Different  localities  vary  only  in  degree.  I  have  taken 
care  to  state  that  some  water  powers  will  merit  commercial  develop- 
ment, if  there  are  no  governmental  restrictions  to  interfere.  It 
would  be  incorrect  to  say  that  no  water  powers  could  be  developed 
against  steam  competition.  Such  a  statement  would  not  be  in  ac- 
cordance with  well-known  facts.  But  on  the  other  hand,  I  want  to 
emphasize  my  belief  that  the  present  low  cost  of  steam  production 
will  effectively  prevent  the  development  of  a  very  large  percentage 
of  our  water  powers,  whether  they  are  in  the  West  or  in  the  East. 
With  respect  to  the  possibilities  of  combining  power  and  irrigation 
developments  in  the  same  project  perhaps  the  best  indication  of 
which  may  be  expected  in  the  future  is  what  has  happened  in  the 
past.  There  is  certainly  no  warrant  in  our  history  for  hoping  that 
anything  like  a  majority  or  even  a  considerable  percentage  of  power 
projects  can  be  so  combmed.  Some  will  be  no  doubt  but  there  again 
the  record  of  irrigation  undertakings  by  private  capital  is  not  so  uni- 
formly successful  as  to  justify  a  hope  that  their  earnings  can  carry 
any  fixed  charges  other  than  those  necessarily  belonging  to  irrigation. 

Mr.  Rakeb.  Now  why  will  not  this  bill  accomplish  the  intention  of 
the  proponents  of  it?  In  just  what  particular  will  it  fail?  Can 
you  tell  the  committee?  For  the  purpose  of  giving  your  views  on  it, 
if  it  can  be  rectified,  wherein  does  it  fail? 

Mr.  TowNLEY.  My  criticism  is  not  of  the  bill,  sir.  I  have  no  sub- 
stitute to  suggest.  The  difficulty  is  that  a  fundamental  fact  can  not 
be  changed  by  legislation. 

Mr.  Raker.  What  do  you  mean  by  that  ? 

Mr.  TowNLET,  I  mean  that  the  competition  of  steam  will  prevent 
development  of  water  power  and  not  legislation. 

Mr.  Rakeb.  Supposing  you  haven't  got  any  fuel,  and  have  got 
plenty  of  water  up  high  enough  in  the  heavens  so  that  you  can  put  all 
the  hydroelectric  plants  you  want  to  in,  shouldn't  there  be  regula- 
tions made  or  something  done,  some  law  passed,  so  that  that  devel- 
opment can  be  had?  ' 

Mr.  TowNLEY.  Yes,  most  assuredly. 

Mr.  Raker.  But  you  say  that  you  do  not  believe  the  bill  can  be 
worked ;  that  it  will  not  work,  and  I  am  trying  to  find  out  for  that 
reason. 

Mr.  TowNLEY.  I  did  not  say  the  bill  was  not  workable.  I  say  I 
don't  believe  any  bill  that  can  be  passed  will  overcome  the  economic 
difficulties  with  which  water  power  is  confronted  by  the  competition 
from  other  prime  movers.  Now  there  ere  sections  of  the  country 
where  coal  is  not  mined,  but  there  are  railroads  everywhere  to  bring 
H  in,  which  simply  means  that  coal  costs  more,  and  therefore  the 
cost  of  electric  power  generated  from  steam  will  be  higher,  and  a 
somewhat  greater  expense  in  dev^oping  water  power  will  be  justi- 
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fied.  It  does  not  change  the  economic  condition  that  the  cost  of 
steam  generated  electric  power  has  been  so  rapidly  and  steadily 
declining  that  it  has  become  a  very  serious  competitor  to  any  water 
power. 

Mr.  Saker.  Is  there  anything  in  this  bill,  to  your  mind,  in  the 
way  of  regulations  that  would  in  anywise  prevent  the  highest  de- 
velopment of  the  hydroelectric  power  of  the  country,  leaving  out 
now  the  economic  question  of  coal,  but  just  the  development  of  the 
hydroelectric  energy,  if  we  come  from  the  locations  and  places  where 
there  is  plenty  of  water? 

Mr.  TowNLEY.  No,  sir;  I  have  no  criticism  or  change  to  suggest 
in  the  bill. 

Mr.  Karer.  Your  whole  theory  is  then  that  you  can  not  do  it  as 
<^eap  as  you  can  do  something  else? 

Mr.  TowNLEr.  In  many  cases ;  not  in  all  cases. 

Mr.  Raker.  You  said  something  about  regulations  would  affect 
development.  You  did  not  believe  that  they  could  develop  to  the 
highest  extent  because  of  the  regulations.  Are  there  any  of  these 
regulations  such  that  they  would  retard  proper  development?  I 
means  those  suggested  in  the  bill? 

Mr.  TowNLET.  I  think  you  misunderstood  me,  sir.  I  did  not  in- 
tend to  say  that. 

Mr.  Raker.  Very  well.    That's  all, 

Mr.  Candlep.  i  ou  said  you  had  examined  this  bill  in  compari- 
son with  other  bills  considered  heretofore.  The  demand  of  the 
country  is  that  there  shall  be  something  done  to  bring  about  devel- 
opment of  water  power.  As  your  examination  of  the  other  bills, 
as  compared  with  this  bill,  convince  you  that  the  difficulties  which 
have  been  met  heretofore  have  been  largely  removed  in  this  bill? 

Mr.  TowNLEY.  I  think  they  have,  sir. 

Mr.  Candler.  Therefore  you  think  that  if  this  bill  was  passed 
and  put  in  operation,  that  it  would  contribute  as  much  as  possible 
to  brmg  about  this  development? 

Mr.  TowNLEY.  Yes,  sir ;  that  is  my  impi-ession. 

Mr.  Candler.  And  you  have  no  suggestions  to  make  that  would 
make  it  better  in  order  to  accomplish  that  result? 

Mr.  TowNLEY.  I  have  not. 

Mr.  CandleA.  Therefore,  so  far  as  the  bill  is  concerned,  you  ap- 
prove the  bill  ? 

Mr.  TowNLEY.  Yes,  sir. 

Mr.  Candler.  That's  all. 

Mr.  Taylor.  You  have  spoken  about  the  handicaps  that  are 
against  water  power  development  as  compared  with  steam.  The 
steam  plants  are  not  subjected — or  will  not  be  subjected,  generally 
speaking — to  the  governmental  regulations  that  this  bill  provides 
for,  will  they  ? 

Mr.  TowNLEY.  No,  sir. 

Mr.  Taylor.  And  they  will  not  be  subjected  either  to  the  payment 
of  Federal  royalties  ? 
Mr.  TowNLEY.  No,  sir. 

Mr.  Taylor.  And  aren't  those  two  features  additional  handicaps^ 
^ore  or  less,  to  a  certain  extent  against  water-power  devopment, 
added  to  the  present  obstiicles? 
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Mr.  TowNLEY.  Yes,  sir. 

Mr.  Taylor.  And  will  not  those  two  features  of  more  or  less  un- 
certain governmental  regulation  and  somewhat  uncertain  royalties 
have  something  to  do  with  deterring  moneyed  people  from  going 
into  water  power  in  preference  to  steam  ? 

Mr.  TowNLEY.  They  may,  sir.  I  took  it  for  granted  in  listening  to 
the  discussion  that  it  was  the  intent  of  the  framers  of  this  bill  to 
impose  very  small  charges,  unless  they  felt  reasonablv  sure  that  any 
given  project  was  one  which  would  yield  large  profits.  Of  course, 
it  will  De  diflBcult  to  say  before  it  is  started  whether  a  project  is  going 
to  yield  large  profits  or  not.  It  is  my  view  that  there  will  not  he 
many  projects  that  can  stand  heavy  tolls-  But  if  this  bill  should 
become  a  law  and  the  commission  should  continue  in  office  for  a 
number  of  years  (even  if  the  Cabinet  officers  change,  presumbaly  the 
commissioners  and  the  staff  will  be  retained)  and  become  familiar 
with  these  economic  principles,  I  assume  that  they  will  hardly  im- 
pose heavy  tolls  on  projects  which  would  thereby  be  so  handicapped 
that  they  could  not  be  financed. 

Mr.  Taylor.  Well,  your  idea  is,  from  many  years'  experience,  that 
no  matter  if  the  Government  does  pass  a  very  liberal  bill — as  the 
authors  of  this  bill  are  evidently  trying  to  do — to  bring  about  a  law 
that  will  be  workable,  and  even  if  we  do  enact  somethmg  along  the 
line  of  this  present  proposed  bill,  the  development  which  will  be 
brought  about  by  reason  of  it  will  be  very  much  less  than  the  people 
have  been  led  to  believe? 

Mr.  Townley.  I  certainly  think  so. 

Mr. Taylor.  Can  you  estimate  what  per  cent? 

Mr.  Townley.  I  could  not  do  that:  no. 

Mr.  Taylor.  Of  course  that  would  be  purely  a  guess. 

Mr.  Townley.  That  would  be  a  guess,  and  any  guess  would  be  mis- 
leading because  there  is  nothing  to  base  it  on. 

Mr.  Taylor.  That  is  all  I  have. 

The  Chairman.  I  want  to  ask  you  what  is  the  difference,  if  any, 
in  what  I  would  call  "water  horsepower" — ^that  is,  power  which  is 
created  by  water-power  machinery — ^and  the  horepower  of  electric 
current  development  by  the  use  of  the  power.  Is  there  any  difference 
in  the  volume  or  the  amount  of  it? 

Mr.  TowNDEY.  The  horsepower  of  course  is  a  definite  unit.  In 
each  body  of  falling  water  there  is  a  certain  definite  amount  of  en- 
ergy determined  by  the  number  of  cubic  feet  of  water  falling  per 
second  and  the  distance  through  which  it  falls.  Now,  a  certain 
amount  of  that  power  is  lost  in  the  water  wheel,  a  further  amount  in 
the  electric  generator  and  so  on,  so  that  in  referring  to  the  power 
in  any  given  fall  it  is  necessary  to  say  where  it  is  to  be  measured- 

The  Chairman.  Perhaps  I  did  not  make  myself  understood.  I 
mean  that  water-propelled  machinery,  which  is  applied  to  the  electric 

Producing  machinery — is  the  current  generated  by  the  electrical  pro- 
ucing  machinery,  the  current-producting  machinery,  which  is  sold 
at  so  much  per  horsepower — if  it  is  sold,  what  is  the  corresponding 
difference,  if  any,  between  it  and  the  water-produced  power  that 
operates  this  machinery? 

Mr.  TowNUSY.  There  is  no  difference  in  the  amount  of  energy 
in  a  horsepower  whether  it  be  in  water  or  in  electric  current. 
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The  Chairman.  Now,  then,  take  one  horsepower  of  water  produced 
energy  applied  to  the  electric  current  producing  machinery,  does  it 
produce  a  greater  volume  or  greater  number  of  horsepower  of  elec- 
tric energy  than  the  water  power  energy  expended  in  producing  it? 

Mr.  TowNLEY.  No;  there  is  a  loss  every  time  you  change  the  form 
of  energy.  Different  types  and  sizes  of  machines  give  different  re- 
sults. The  ordinary  turbine  water  wheel  is  claimed  to  have  an  effi- 
ciency of  8  per  cent.  Some  of  the  high-head  \vheels  are  more 
efficient.  The  ordinary  electric  generator  has  a  full  load  loss  of  from 
3  to  7  per  cent,  depending  (m  its  size.  There  is,  therefore, 
a  correspondingly  smaller  amount  of  electric  energy  coming  out  of 
the  generator  than  there  is  water  energy  going  into  the  water  wheel. 

The  Chairman.  But  in  speaking  of  the  power,  hydroelectric 
power,  you  have  reference  to  curriMit  power  or  electric  power,  do  you 
not? 

Mr.  TowKLEY.  Yes,  sir. 

The  Chairman.  And  now  about  what — in  the  eastern  section  of 
the  country  where  you  have  had  experience,  about  what  is  the  com- 
mercial value  of  an  electric  horsepower  per  annum?  What  can  it 
be  sold  for  ? 

Mr.  Town  LEY.  It  is  no  longer  sold  that  way,  sir.  A  long  time 
ago  it  used  to  be,  but  now  a  different  basis  is  used,  and  I  do  not 
think  I  can  answer  your  question  just  as  yoi\  put  it.  The  present 
method  in  the  East  is  usually  to  have  two  rates,  one  for  a  unit  of 
energy  per  a  kilowatt  hour  (equal  to  a  horsepower  and  a  third 
exerted  for  one  hour)  and  the  other  a  service  charge.  There  are 
various  ways  of  charging,  but  the  horsepow^er  per  year  nasis  is  seldom 
used. 

The  Chairman.  Well,  if  a  dam  was  constructed  that  produced 
100,000  hydroelectric  horsepower,  and  there  is  a  charge  made  per 
horsepower,  as  is  provided  in  this  bill,  a  flat  charge — I  mean  a  mini- 
mum charge — of  not  less  than  10  cents  per  horsepower,  what  I 
wanted  to  get,  if  I  could,  was  what  does  that  amount  to  practically, 
with  reference  to  the  commercial  value  of  the  horsepower? 

Mr.  TowNLEY.  What  does  it  amount  to  as  compared  with  the  sale 
price  ? 

The  Chairman.  Yes. 

Mr.  TowNLEY.  I  am  afraid  I  can  not  answer  that,  sir.  There  are 
a  number  of  varying  conditions  which  affect  the  price.  One  was 
touched  upon  by  Mr.  Merrill  in  his  comments  on  the  Niagara  situa- 
tion; that  is,  the  average  use  of  the  power  affects  the  cost  of  it.  For 
example,  one  man  may  have  a  thousand  horsepower  installed  motor 
capacity  and  only  use  it  an  average  of  four  hours  a  day,  but  the 
company  selling  power  has  to  be  prepared  to  supply  the  full  thou- 
sand horsepower  at  any  time.  Another  man  might  have  400-horse- 
power  capacity  installed  and  use  it  continuously.  The  power  com- 
pany would  only  have  to  be  prepared  to  supply  him  400  horsepower. 
The  amount  of  electric  energy  sold  would  be  the  same  in  both  cases, 
but  the  investment  in  the  power  plant  would  be  imo  and  a  half  times 
as  much  for  the  first  case  as  for  the  second.  Rates  are  so  made  as 
to  take  account  of  such  differences. 

The  Chairman.  Then  in  order  to  make  it  intelligent  and  easily 
understood,  would  it  not  be  better  to  provide  in  the  bill  that  the 
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charge  should  be  so  much  per  kilowatt  hour  than  by  horsepower,  if 
you  sell  it  that  way? 

Mr.  TowNLKY.  I  don't  know  that  that  makes  any  particular 
difference.  It  is  not  important  that  the  toll  rate  should  follow  the 
basis  of  sale.  Something  that  is  easiest  to  understand  is  perhaps 
most  desirable.  If  you  specify  where  the  power  is  to  be  measured 
everybody  will  understand  what  a  rate  per  horsepower  means. 

The  Chairman.  Well,  I  have  just  asked  you  what  the  commercial 
or  selling  value  of  a  horsepower  was,  and  you  said  you  didn't  sell  it 
that  way,  so  I  don't  get  anywhere  by  using  that  term. 

Mr.  TowNLEY.  I  am  very  sorry  t  can  not  answer  in  the  form  in 
which  you  would  like,  but  that  is  not  the  present  method  of  rate 
making  and  I  hesitate  to  attempt  a  quick  mental  transformation  be- 
cause I  might  give  you  a  wrong  answer. 

The  Chairman.  Well,  I  did  not  mean  for  you  to  be  absolutely 
accurate,  but  what  I  wanted  was  to  get  some  idea  of  what  a  horse- 
power that  is  developed  is  sold  for.  1  don't  mean  the  possible  capa- 
city or  anything  of  that  sort,  but  the  horsepower,  what  you  call  a 
horsepower,  what  do  they  get  for  it  in  the  eastern  part  of  our  coun- 
try where  you  have  had  experience? 

Mr.  TowxLEY.  Mr.  Britten,  who  is  to  speak  on  the  matter  of 
power,  has  a  lot  of  these  figures,  and  he  can  give  them  to  you  very 
readily.    Perhaps  you*  would  like  to  ask  him  now. 

The  Chairman.  I  do  not  want  to  keep  you  on  the  stand  at  all.  I 
just  wanted  to  have  some  idea  myself  of  what  it  meant.  I  will  not 
ask  you  about  it  any  further.  Of  course  it  is  a  foreign  language  to 
me  and  I  thought  perhaps  an  expert  like  yourself  could  bring  it 
down  to  the  understanding  of  a  layman. 

^  Mr.  Raker.  I  just  want  to  ask  a  few  questions.  What  is  the  rela- 
tive difference  of  cost  of  horsepower  in  St.  Louis  and  in  those  cities 
along  the  Mississippi  River  up  for  40  miles,  a  horsepower  furnished 
by  the  water-power  company  and  that  furnished  by  steam:  do  you 
know? 

Mr.  TowNLEY.  I  have  no  fibres  on  that  locality,  sir. 

Mr.  Raker.  What  is  the  difference  in  cost,  for  instance,  in  a  city 
like  Buffalo  where  you  are  right  close  to  Niagara  Falls,  and  the 
producing  of  a  horsepower  by  hydroelectric  energy  there  by  water 
and  l)y  steam;  do  you  know? 

Mr.  TowNLEY  (after  a  pause).  I  stopped  before  answering  your 
miestion  to  see  if  I  could  recall  any  figures  which  would  bring  out 
the  point  which  I  think  you  are  trying  to  make.  That  matter  was 
the  subject  of  a  very  searching  investigation  on  the  part  of  the  New 
York  State  Public  Service  Commission  two  years  ago,  when  there 
was  a  rate  case  up  at  Buffalo,  and  I  think  I  can  obtain  that  informa- 
tion for  you  if  you  would  like  to  have  it. 

Mr.  Raker.  Coal  is  relatively  near  there,  isn't  it? 

Mr.  TowNLET.  Yes,  it  is  pretty  cheap. 

Mr.  Raker.  It  is  only  50  or  100  miles  away,  and  there  is  one  of  the 
greatest  natural  powers  in  the  world.  Now  a  comparison  between 
the  Cost  of  producing  a  horsepower  by  steam  within  a  radius  of  100 
miles  and  the  cost  of  producing  a  horsepower  from  hydroelectric 
energv  ought  to  be  a  pretty  good  illustration  as  to  the  relative  initial 
cost  of  the  cost  of  keeping  up  the  two  powers,  ought  it  not? 
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Mr.  TowNLEY.  I  know  that  one  of  the  largest  power  companies 
near  Buffalo  were  arranging  to  construct  a  very  large  steam  plant  as 
an  extension  before  they  had  reached  the  limit  of  the  amount  of 
water  which  they  were  allowed  to  divert.  I  assume  they  had  a 
very  good  reason  for  it,  but  it  might  verj'  well  be  that  the  cost  of 
power  from  Niagara  Falls  is  lower  than  any  which  a  coal  plant  in 
that  neighborhood  could  furnish. 

Mr.  Raker.  Where  is  there  a  large  hydroelectric  plant  in  opera- 
tion near  to  a  coal  field  where  they  could  produce  coal  and  get  it  at  a 
reasonable  price,  where  you  could  compare  the  low  cost  of  producing 
a  horsepower  by  steam  and  a  lu)rsepower  by  hydroelectric  energy, 
that  vou  know  of? 

•      

Mr.  TowNLEY.  T  do  not  recall  any  hydroelectric  plant  near  a  coal 
field.  There  is  a  large  steam-driven  plant  distributing  power  in  the 
coal  fields  of  Pennsyhania. 

Mr.  Baker.  And  theie  is  no  corresponding  hydroelectric  plant 
near  bv? 

Mr.  TowNLKY.  Not  that  I  can  recall  at  the  moment. 

Mr.  Raker.  That  is  all. 

The  Chairman.  You  may  proceed  now,  Mr.  Hall. 

STATEMENT  OF  MB.  E.  K.  HALL,  VICE  PBESISENT  OF  THE 
ELECTEIC  BOND  &  SHARE  CO.,  NEW  YORE  CITY. 

Mr.  HalL.  I  represent  the  Electric  Bond  &  Share  Co.,  which  is  a 
company  engaged  in  developing  and  financing,  and  to  some  extent  in 
operating  public  utilities,  both  steam  and  water  power. 

What  I  shall  have  to  say  about  this  bill  I  will  confine  exclusivelv 
to  one  feature  of  it,  and  that  is  the  question  that  has  been  so  mucK 
discussed,  whether  it  is  possible  to  finance  water  power  developments 
under  the  provisions  of  this  bill.  That  has  been  one  question  of  dis- 
cussion in  all  previous  bills,  and  naturally  will  be  in  an,v  bill  when 
it  comes  up  for  passage. 

There  are  two  or  three  assumptions  that  I  will  make  in  starting,  to 
show  the  point  of  view  from  which  I  will  discuss  the  bill.  The  first 
assumption  is  that  the  interest  of  the  public  in  this  legislation  is  to 
get  the  water  power  to  use;  that  what  the  country  wants  is  power. 
There  is  a  shortage  in  power  right  now;  there  will  always  be  a  de- 
mand for  cheap  power,  and  there  is  a  demand  right  now  and  always 
will  be  for  the  development  of  such  water  power  as  can  be  produced 
cheaper  than  steam  can  at  a  given  point:  and  I  assume  that  the  public 
interest  is  to  get  everv  water  power  in  this  country  developed  that  it 
is  possible,  not  onlv  for  the  sake  of  getting  cheaj)  power,  but  for  the 
sake  of  conserving  coal  and  for  the  sake  of  saving  on  transportation. 

Now  I  also  speak  from  this  point  of  view,  and  that  is  that  in  any 
bill  the  first  thing  is  to  protect  the  public  interest,  and  I  assume  that 
the  public  interest  has  been  protected  in  the  bill  when  you  have  pro- 
vided two  things:  first,  that  the  rates  and  the  service  shall  be  regu- 
lated by  either  the  State  or  some  Federal  commission,  so  that  it  is 
certain  that  there  will  be  nothing  but  a  reasonable  profit.  In  oth^t 
words,  it  is  certain  that  the  consumers  will  get  power  just  as  cheap 
as  it  can  reasonably  be  produced.  Now  when  that  provision  has  beeri 
inserted  in  the  bill  and  that  jurisdiction  is  m&de  perfectly  clear,  aiicl 
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when  in  addition  you  have  made  a  provision  that  at  the  end  of  50 
years  the  Government,  if  it  desires,  can  take  this  property  over, 
either  for  itself,  some  State  or  some  municipality,  or  for  some  other 
licensee,  then  I  assume  that  the  public  interest  has  been  completely 
and  adequately  and  in  everj^  way  protected,  and  that  the  remainder 
of  the  consideration  of  the  bill  should  be  devoted  to  making  the  legis- 
lation just  as  attractive  to  capital  as  you  possiblv  can  make  it,  on  the 
theory  that  what  is  desired  is  the  development  of  every  possible  w^ater 
power  that  you  can  get  developed  in  this  country,  ^ow  I  am  speak- 
m^  on  that  basis. 

Now  there  are  two  fundamental  defects,  as  I  believe,  and  as  others 
believe — and  I  shall  undertake  to  show  you — ^there  are  two  funda- 
mental defects  in  this  bill,  and  unless  they  are  remedied  there  will  be 
no  development  of  any  water  power  to  amount  to  anything,  no  matter 
how  attractive  it  may  be  as  an  ordinary  commercial  proposition. 
And  I  will  outline  those  a  little  later. 

First  I  would  like  to  call  attention,  however,  to  the  two  rather  un- 
usual situations  in  connection  with  the  development  of  water  power; 
in  the  development  of  any  water  power  in  the  first  place,  and,  second^ 
in  development  under  this  particular  bill.  I  don't  know  of  any  en- 
terprise, commercial  enterprise,  that  calls  for  such  a  large  investment 
in  proportion  to  its  annual  revenue  as  water  power.  Take  an  ordi- 
nary commercial  enterprise — take  one  of  the  largest  and  most  active 
commercial  concerns  in  the  country  which  I  have  in  mind.  It  turns 
its  capital  over,  turns  its  stock  over  four  times  a  year.  Now,  in  water 
power  it  takes  seven  years  to  get  one  turnover,  seven  and  eight,  and  I 
underetand  there  are  some  that  take  nearly  nine.  In  other  words,  the 
ratio  of  the  investment  to  the  gross  revenue  is  disproportionately 
large.  Now,  because  it  is  an  enterprise  which  demands  such  a  large 
investment  in  proportion  to  the  amount  of  business  that  it  is  going 
to  do,  it  becomes  vitally  essential  to  give  that  investment  every  kind 
of  a  protection  that  it  is  legitinuitely  entitled  to;  otherwise  the  money 
is  not  going  to  go  into  the  business.  There  is  no  business  that  I  can 
think  of  that  is  comparable  with  water  power,  or  where  by  reason 
of  the  small  turnover,  the  fixed  charges  on  the  capital  constitutes 
such  a  relatively  large  proportion  of  the  total  expense.  So  it  must 
be  borne  in  mind  all  the  time  that  if  you  are  going  to  attract  in- 
vestors to  these  enterprises  unusual  effort  must  be  taken  to  safeguard 
the  investment. 

That  is  true  with  water  power  whether  it  is  on  the  public  domain, 
on  navigable  streams,  or  on  private  land.  That  is  one  of  the  inherent 
problems  in  the  water  power  business. 

Now  this  legislation  adds  a  new  problem  that  is  a  difficult  one.  It 
is  going  to  disturb  investors  until  they  get  used  to  it.  You  are  calling 
for  these  investments  on  a  very  short-term  lease,  when  you  consider 
the  size  of  the  inve.stment.  l{  yon  were  going  to  put  in  $5,000,000 
or  $10,000,000  on  a  piece  of  land  which  you  own  in  fee  under  a  clear 
unq^uestioned  title,  then  you  simply  take  the  ordinary  hazards  of  the 
business.  But  here  is  a  proposition  where  you  must  put  this  dis- 
proportionately large  investment  on  a  relatively  short  lease.  At  the 
end  of  50  years  you  propose  to  cut  the  title  right  off.  All  of  you 
gentlemen,  especially  the  lawyers  on  the  committee,  appreciate  that 
one  of  the  very  first  fundamentals  in  dealing  with  property  is  the 
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title  to  the  property,  especially  in  a  case  like  this,  wlvere  you  are 
going  to  put  on  to  it  expensive  structures  which  are  of  practically  no 
value  except  used  in  connection  with  the  property  to  be  leased.  Now 
at  the  end  of  50  years  it  is  proposed  to  arbitrarily  terminate  this 
lease.  It  therefore  becomes  very  important  right  at  the  start  to  see 
what  hapens  to  the  title  to  all  this  property  that  has  been  constructed 
during  tne  50  yeai-s.  It  becomes  vitally  imperative  to  find  out  what 
is  going  to  happen  to  it  at  the  end  of  50  years. 

Now,  before  I  take  up  the  immediate  things  that  I  wish  to  speak 
of  in  the  bill.  I  would  Hko  to  call  your  attention  to  one  other  general 
feature,  and  that  is  where  the  money  must  come  from  to  build  these 
water  powers.  Just  as  soon  as  these  water  powers  are  developed,  in 
all  except  a  very  few  cases,  they  will  become  public  utilities.  Now, 
where  does  the  money  come  from  to  build  public  utilities  in  this 
country?  Not  from  the  people  who  have  large  interests,  or  who 
have  large  amounts  of  money  seeking  investment.  People  who  have 
large  amounts  of  money  to  put  into  enterprises  seldom  put  that 
money  into  public  utilities,  because  public  utilities  are  limited  to  a 
reasonable  return,  and  ordinarily  the  people  who  can  afford  to  take 
some  risk  put  their  money  where  there  is  a  chance  for  a  very  sub- 
stantial return.  The  money  for  public  utilities,  most  of  it,  comes 
from  the  investors  of  the  country,  and  the  investors  of  the  country 
are  the  savers  of  the  country,  the  small  savers,  the  thrifty  people,  the 
people  who  buy  only  bonds  or  preferred  stocks.  Now  who  are  the 
people  who  buy  bonds?  They  are  the  people  who  save  a  thousand. 
two  thousand,  twenty-five  hundred,  three  thousand  dollars  a  year; 
who  can  not  afford  to  take  any  chances  whatever  with  their  small 
savings.  They  want  to  accumulate  durinsr  their  lifetime  enough  to 
take  care  of  themselves  in  their  old  age.  They  can  not  afford  to  take 
any  chances  with  their  principal.  They  must  put  their  savings  into 
something  that  is  safe,  and  therefore  they  take  a  smaller  return  in 
order  to  get  the  safety.  Those  are  the  people  that  buy  the  bonds; 
they  and  the  concerns  who  represent  them,  namely,  the  savings  banks 
ana  insurance  companies,  are  the  principal  source  of  funds  for  the 
construction  of  public  utilities. 

Now  people  do  not  come  to  a  water  power  company  to  buy  bonds. 
All  bond  buyers,  having  in  mind  that  they  want  something  that  first 
of  all  is  safe,  go  to  someoody  for  advice  as  to  a  safe  investment.  They 
have  not  the  time  to  look  up  titles;  they  have  not  the  time  to  look 
up  the  prospects;  they  have  not  the  time  to  investigate  hazards  of 
business  or  anything  else.  Tbey  have  to  rely  on  somebody  else,  and 
.so  they  purrliase  their  hotuls  from  the  investment  bankers,  the  ^vent 
Ixmd  houses  (hroiighont  the  country  that  make  a  business  of  purchas- 
ing bonds  at  wholesale  and  selling  them  to  their  clients  in  retail. 
And  those  bond  houses,  the  high  grade  bond  houses,  the  ones  that 
handle  public  utility  bonds,  are  concerns  which  under  no  circum- 
stances will  allow  tfteir  clients  to  take  a  bond  that  they  do  not  feel 
confidence  in  themselves.  They  spend  often  not  only  hundreds  but 
thousands  of  dollars  in  investigatiujg  everything  that  is  back  of  a 
bond  issue  before  they  send  out  their  letters  to  their  investors  and 
their  clients,  and  say,  "Here  is  something  that  we  recommend  for 
your  purchase."  And  they  do  not  advise  anything  that  has  any  spec- 
ulation in  it.    They  are  looking  for  safety  above  everything  else.    Nor 


186  WATEB  FOWE9. 

do  they  advise  anything  that  carries  ally  question  about  the  integrity 
of  the  investment.  The  bond  houses  in  every  city  that  I  know  any- 
thing about  employ  on  each  issue  of  bonds  that  they  buy  the  very 
best  attorneys  tnere  are  in  the  locality  to  pass  on  the  validity  and 
integrity  of  the  bonds,  to  make  sure  tnat  the  title  is  all  right,  that 
everything  about  it  is  sound,  and  that  that  bond  is  subject  to  nothing 
except  the  ordinary  hazards  of  the  business.  Under  those  circum- 
stances it  is  perfectly  clear  that  if  water  power  bonds  are  to  come 
into  the  market  for  money  a  market  which  is  going  to  be  the  most 
competitive  market  during  the  next  few  years  we  have  ever  seen, 
because  there  has  been  and  will  continue  to  be  such  a  tremendous 
umount  of  new  financing  by  both  our  Government  and  foreign  gov- 
ernments if  water  power  bonds  are  going  to  attract  money  from 
other  enterprises,  then  the  water  power  bonds  must  not  carry  any 
artificial  hazards  or  any  hazard  other  than  those  inherent  in  the 
business. 

Now  it  seems  to  me  that  so  far  there  can  be  no  question  or  con- 
troversy about  what  is  desirable  in  the  public  interest;  namely,  that 
if  these  water  powers  are  going  out  to  compete  for  money  they  must 
go  out  on  a  basis  on  which  they  can  compete.  There  should  be  noth- 
mg  in  this  legislation  which  will  raise  the  slightest  bit  of  uncertainty 
or  place  them  under  any  handicap. 

With  that  perliminary  statement  I  would  like  to  call  your  attention 
to  two  features  of  the  bill  which  I  think  are  not  yet  framed  so  that 
money  could  be  attracted  in  any  substantial  amount  to  any  water 
power  development.  The  money  that  goes  into  this  business  must 
know  in  advance  what  its  hazards  are.  Therefore  the  bill  wisely 
provides  that  the  license  shall  state  what  the  terms  of  the  contract 
are  for  the  entire  period  of  50  years.  You  know  just  what  yoti 
have  got  to  deal  with,  just  what  the  situation  is,  and  just  what  you 
have  got  to  take  care  of:  and  on  that  point  I  think  the  bill  is  clear 
and  all  right.    That  takes  us  up  to  the  end  of  50  years. 

Now  we  are  confronted  With  new  and  rather  unusual  conditions. 
The  first  is  that  the  Government  may  recapture  the  property,  take  it 
over.  Then  it  becomes  vitally  important  to  know  what  the  Gov- 
ernment is  going  to  to  pay  for  it.  It  l)ecomes  exceedingly  important 
that  the  man  who  invests  in  this  proppi-ty,  shall  know  that  he  is 
going  to  get  a  fair  deal  at  the  end  of  50  years.  Now  there  are  two 
ways  to  express  that.  One  is  that  he  shall  be  paid  just  compensatioii 
foi  his  property.  In  uiy  judgment  that  is  the  best  way  that  that  re- 
capture clause  can  be  stated,  because  just  compensation  is  a  phrase 
which  has  been  used  almost  from  time  immemorial.  It  is  a  phrase 
that  carries  conviction  as  to  fair  treatment.     You  ask  me  what  yoii 


that  they  will  be  exactly  the  same  as  they  are  to-day.    I  think  th^ 

Ehrase  '^just  compensation"  will  be  very  much  more  closely  defined 
y  that  time,  because  it  is  going  to  be  decided  time  after  time  be- 
tween now  and  50  years  from  now.  But  it  is  a  phrase  that  is  well 
Understood,  and  carries  the  conviction  that  you  are  going  to  get  per 
fectly  fair  dealing,  and  I  feel  that  would  be'the  best  possible  descrip- 
tion of  the  t-ecaptttre  clause. 
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On  the  other  hand,  the  gentlemen  who  have  drafted  this  bill,  as 
Mr,  Merrill  explained  it.  have  approached  that  from  a  different  point 
of  view,  namely,  that  if  this  property  is  taken  over  at  the  end  of  fifty 
years,  certain  ordinary  elements  oi  property  value,  should  be  ex- 
cluded. One  of  these  is  the  increased  value  of  the  land.  So 
this  definition  has  been  prepared  defining  "  net  investment."  The 
bill  provides  that  a  man  shall  get  back  his  net  investinent,  and 
the  definition  of  net  investment  is  apparently  designed  to  make 
it  clear  that  the  investor  will  get  his  money  back.  A  man  won't 
get  all  his  money  back  under  that  clause.  Even  if  he  gets  back 
all  the  money  he  has  put  in  there  will  still  be  the  expenses  of 
liquidation,  the  winding  up  of  the  company  and  making  adjust- 
ments, and  it  will  not  be  100  per  cent  good.  But  I  think  that  prob- 
ably if  you  are  going  to  approach  it  from  that  point  of  view,  it 
is  as  good  a  definition  as  could  be  found,  and  I  think  some  develop- 
ments could  be  financed  under  that  definition.  I  do  not  believe  that 
it  wotdd  frighten  investors  away,  although  they  would  have  to  study 
it  and  get  used  to  it,  because  it  is  rather  a  new  expression,  but  I 
think  it  is  definite  enough.  That  its  chief  merit  is  that  it  is  cer- 
tain in  its  provisions  which  is  the  vital  essential  next  to  fairness. 
So  I  have  no  amendment  to  suggest  on  that  nor  further  comment 
other  than  to  say  that  I  feel  certain  that  "  just  compensation  "  would 
be  more  attractive.  It  would  not  be  so  much  of  a  load  for  the 
proposition  to  carry  as  this  present  definition. 

The  next  question  is  what  is  going  to  happen  if  the  Government 
does  not  take  over  the  property?  This  bill  providas  that  if  the  Gov- 
ernment does  not  take  over  the  property,  either  for  itself  or  a  new 
licensee,  then  the  licensee  shall  ask  for  a  new  licenses  and  that  he 
shall  be  granted  a  new  license.  It  provides  on  page  12:  "Licenses 
for  subsequent  period  to  be  gn^anted  of  such  duration  and  under  such 
conditions  as  may  be  prescribed  by  the  then  existing  law  and  regu- 
lations." 

Now  that  introduces  an  element  of  uncertainty  that  in  my  judg- 
ment and  the  judgment  of  those  with  whom  I  have  conferred  and 
consulted,  is  absolutely  fa'tal  to  the  bill.  We  have  seen,  especially 
in  the  last  two  or  three  years,  too  many  Governments  totter  and  be 
absolutely  overthrown,  to  be  absolutely  sure  that  fifty  years  from 
now  the  people  who  are  administering  this  bill  are  going  to  have 
reasonable  rules  and  regulations.  How  ever  much  confidence  we  may 
have  in  the  people  who  now  would  administer  this  bill,  if  it  should 
become  a  law,  fifty  years  is  quite  a  long  ways  from  now.  We  do 
not  know  who  they  will  be  or  what  their  ideas  will  be;  and  there 
is  absolute  uncertainty  as  to  your  new  status.  You  have  got  your 
property:  your  lease  is  terminated,  and  you  can  be  handed  a  lease 
under  such  rules  and  regulations  as  may  then  obtain.  You  haven't 
any  idea  what  they  are  going  to  be.  It  is  absolutely  fatal  to  any  sub- 
stantial development  oi  any  water  power  in  the  country.  And  I 
would  like  to  suggest  for  your  consideration  an  amendment — ^two 
amendments  having  to  do  with  that  matter.  One  is  on  page  12, 
line  4 :  "  Licenses  w*  subsequent  periods  of  such  duration  and  under 
such  conditions."  I  would  like  to  suggest  for  that,  after  the  word 
**of "  in  the  tenth  line,  "not  less  than  thirty  nor  more  than  fifty 
yeans  duration." 
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Then,  after  the  word  "  such  "  I  presume  the  word  "  other  "  would 
have  to  be  inserted — "  under  such  other  conditions." 

Now,  the  purpose  of  that  is  this:  It  must  be  perfectly  certain,  if 
there  is  going  to  be  any  financing  of  these  properties,  that  the  re- 
newals are  for  a  substantial  length  of  time.  It  would  be  better 
to  say  renewals  of  50  years.  I  appreciate  that  there  might  be  an 
objection  to  that,  but  it  must  be  for  a  substantial  period;  and  if  I 
may  explain,  I  will  give  you  one  illustration  why  this  is  so  im- 
portant. Supposing  we  start  with  a  project  and  the  license  is  dated 
to-dny.  Before  any  bonds  can  be  issued  it  becomes  necessary  to  have 
goniething  to  issue  them  on.  In  other  words,  there  must  be,  say, 
$5,000,000  put  into  building  up  a  going  concern.  This  is  mostly 
borrowed  money,  temporarily  borrowed  pending  permanent  finan- 
cing— ^the  project  in  time  gets  on  its  feet  so  that  it  is  earning  revenue 
and  can  snow  to  prospective  bond  purchasers,  first,  that  there  is 
suflBcient  physical  property  to  provide  a  good  margin  under  the 
mortgage  that  is  to  secure  the  bonds;  and  second^  that  the  property 
is  already  earning  not  only  enough  to  pay  bond  mterest,  but  a  sub- 
stantial amount  in  addition.  Two  and  a  half  times  the  bond  inter- 
est is  necessary  if  the  bond  is  to  be  considered  a  high-grade  bond. 
In  other  words,  that  means -it  may  be  6  to  10  years  from  now  before 
you  can  issue  and  sell  your  bonds.  Now,  the  ordinary  bond  issue, 
the  popular  term  for  bonds  at  the  present  time  is  a  30-year  bond. 
That  is  the  ordinary  bond  that  investors  seem  to  want  to  buy,  80- 
year  bonds. 

Such  a  bond  issue  would  come  due  at  the  end  of  40  years  from  tho 
date  of  license,  leaving  only  10  years  more,  at  which  time  your  title 
ceases.  Now,  if  you  were  absolutely  sure  at  that  time  that  the  Gov- 
ernment was  going  to  take  over  your  property,  then  you  could  issue 
10  year  bonds,  and  you  could  sell  them,  because  it  would  be  known 
that  the  Government  would  take  over  your  property  which  would 
put  you  in  funds  to  pay  the  bonds  at  maturity.  But  there  is  no 
certainty  that  the  Government  is  going  to  take  over  these  properties 
for  itself  or  any  other  licensee.  Now,  the  fact  is  that  public  utility 
bonds  are  paid  invariably  by  refunding-^imply  putting  out  new 
bonds  and  retiring  the  old  ones.  You  can  not  accumulate — a  public- 
service  company  which  is  only  allowed  to  earn  a  reasonable  return 
can  not  accumulate  enough  money  to  pay  off  bonds  when  they 
mature.  Bond  money  is  a  part  of  the  permanent  capital.  In  fact, 
iYi  England  they  refer  to  "  bond  capital "  and  "  stock  capital." 

Coming  back  to  our  illustration.  Forty  years  of  our  license  have 
expired;  our  bonds  are  about  to  mature;  we  must  issue  new  bonds  to 
secure  the  funds  with  which  to  pay  them;  the  refunding  bonds  must 
be  for  a  substantial  term,  say,  30  years.  The  title  to  our  property, 
however,  only  runs  for  10  years.  If  the  Government  should  elect  to 
take  the  propertv,  we  could  call  in  these  bonds  for  payment  with  the 
money  received  from  the  Government.  But  there  is  no  certainty  that 
this  will  happen.  If  it  does  not  happen  we  will  get  a  new  license,  but 
for  how  long?  The  bill  does  not  specify.  If  renewals  of  the  license 
are  to  be  made  for  only  short  or  unknown  periods,  renewal  bonds 
could  not  be  sold.  Now  if  it  is  clear  on  the  face  of  the  law  that  con- 
ditions are  so  uncertain  toward  the  end  of  the  license  that  no  bonds 
can  be  sold  at  that  time  to  retire  and  refund  the  original  issue,  no  one 
is  going  to  be  willing  to  buy  the  first  issue. 
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A  30-year  renewal  would  take  care  of  this  difficulty  fairly  well, 
and  I  would  like  to  call  the  amendment  I  have  suggested  to  the  at- 
tention of  Mr.  Merrill  for  his  consideration,  because  I  believe  the  bill 
is  fatally  defective  without  it. 

Now  one  other  provision  relating  to  the  same  subject,  and  that  is 
the  terms  of  the  new  license.  That  is  on  page  22.  I  have  already 
suggested  making  it  certain  that  that  new  license  is  for  a  long  enough 
period  so  that  it  bridges  the  break  in  case  the  Government  does  not 
recapture  it,  between  the  original  license  and  the  new  license,  and 
gives  an  opportunity  for  refunding  the  bonds. 

There  is  one  other  suggestion  that.I  would  like  to  make  in  that 
connection.  On  page  22  it  says,  beginning  with  line  9: 

"  Or  to  issue  new  license  under  said  terms  and  conditions  to  a  new 
licensee,  which  license  maj'  cover  any  project,"  etc. 

I  should  start  perhaps  at  the  very  beginning  of  that : 

That  if  the  Uniteil  States  does  not,  at  the  expiration  of  the  original  license 
or  of  any  Ucense  subsequently  issuetl,  exercise  Its  right  to  take  over,  maintain, 
and  operate  any  project  or  projects  of  the  licensee,  as  provided  In  section  four- 
teen hereof,  the  commission  Is  authorized  to  issue  a  new  license  to  the  original 
licensee  upon  such  terms  and  conditions  as  may  be  authorizeti  or  required  under 
the  then  existing  hiws  and  regulations,  or  to  issue  a  new  license  under  said 
terms  and  conditions  to  a  new  licensee,  which  license  may  cover  any  project  or 
proj€»cts  covered  by  the  original  license,  and  shall  be  issued  on  the  condition  that 
the  new  licensee  shall,  before  taking  possession  of  such  project  or  projects,  pay 
such  amount  for  the  property  taken,  and  assume  such  contracts  as  the  United 
States  is  required  to  do.  In  the  manner  specified  in  section  fourteen  hereof: 

Now,  the  terms  of  that  new  license  might  be  so  onerous  as  to  make 
it  absolutely  of  no  value  whatever  and  make  it  impossible  for  the 
project  to  proceed,  and  might  tie  it  up  to  a  point  of  absolute  confis- 
cation— in  fact,  it  might  go  beyond  confiscation,  because  you  under- 
stand that  the  licensee  who  takes  out  a  license  must  contract  to  be 
bound  by  the  rules  and  regulations  of  the  department  and  this  law ; 
therefore  the  terms  of  the  new  license  could  be  made  absolutely  con- 
fiscatory without  any  redress  on  the  part  of  the  licensee.  It  is  ap- 
parently intended  to  correct  that  by  tlie  proviso  in  italics  in  line  1(> 
which  says: 

Provided,  hoircrvr.  That  if  any  project  or  projects  shall  not  be  taken  over 
by  the  United  States  or  })y  a  new  licensee,  the  terms  and  conditions  imposed 
upon  the  original  license  in  any  new  license  tendered  shall  not  be  such  as  to 
impair  the  net  investment  of  the  licensee  in  said  project  or  projects. 

Now,  I  am  not  sure  what  that  means.  It  seems  to  me  that  the 
intent  can  only  be  to  make  sure  that  there  is  not  anv  unfair  treatment. 
But  I  do  not  believe  it  goes  far  enough.  I  am  very  sure  that  it  does 
not,  and  I  would  suggest  adding  at  the  end  of  that  proviso: 
*'  or  the  right  of  the  said  licensee  to  earn  a  fair  return  on  said  invest- 
ment." 

I  think  that  removes  the  unceKainty,  and  under  that  language 
properties  could  be  financed. 

I  think,  Mr.  Chairman,  that  ends  what  I  wish  to  siiy  at  this  time. 
I  have  directed  my  discussion  entirely  to  those  two  amendments. 
I  find  one  or  two  of  the  other  gentlemen  in  the  room  have  in  mind 
bringing  up  one  or  two  other  things  that  I  also  had  in  mind,  and 
consequently  I  will  not  sneak  of  them.  I  just  speak  of  those  two 
things  which  I  consider  fundamentally  fatal  defects  in  the  bill,  if 
the  bill  is  expected  to  produce  results. 
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The  Chaikman.  Does  any  member  of  the  committee  wish  to  ask 
any  questions? 

Mr.  EscH.  Your  proposition  would  practically  amount,  would  it 
not,  Mr.  Hall,  to  a  grant  of  80  years? 

Mr.  Haul.  It  would  amount  to  a  grant  of  80  years,  unless  the  Gov- 
ernment decided  at  the  end  of  50  years  to  take  it  over  itself;  unless 
it  found  at  the  end  of  50  years  some  one  else  wiio  wanted  it  and  the 
Government  wushed  to  give  it  to  them.  It  allows  the  Goyeinraent — 
my  suggestion  allows  the  Government  to  make  a  change  in  the  rules 
and  in  the  license  at  the  end  of  50  years,  and  to  issue  a  new  licenr>e. 
Take  Mr.  Pierce's  project  for  an  illustration.  If  that  project  is 
developed  as  he  desci^ibed  it  this  morning,  Mr.  Pierce  is  going  out 
there  right  into  the  desert  and  build  up  a  new  community.  Xow,  I 
assume  from  what  Mr.  Merrill  said  this  morning  that  it  is  the  dispo- 
sition of  the  department  at  the  present  time  to  nuike  practically  a 
nominal  charge  in  any  event  on  a  proposition  of  that  kind.  Thev 
haven't  any  market,  they  haven't  anything.  They  are  just  going  out 
and  build  up  that  country,  and  the  power  is  what  will  do  it.  Now. 
I  can  see,  however,  that,  if  Mr.  Pierce's  dreams  are  realized,  at  the 
end  of  50  years  there  will  be  a  great  settlement  there,  an  industrial 
center,  perhaps,  and  a  very  large  one,  possibly,  limited  only  by  the 
capacity  of  that  project  to  furnish  power,  and  there  is  enough  power 
there,  as  I  understand  it,  to  establish  quite  a  little  city.  Xow,  at 
the  end  of  50  years,  Mr.  Esch,  I  apprehend  that  conditions  will  have 
so  changed  that  the  commission  might  well  wish  to  change  the  terms 
of  the  license  quite  substantially,  and  that  they  could  change  them 
quite  substantially  without  any  unfairness  to  the  licensee. 

Mr.  Esch.  I  think  there  is  a  good  deal  of  force  in  your  suggestion 
that  the  new  license  should  have  a  fixed  term.  I  can  see  some  very 
great  advantages  in  that  proposition,  because  of  the  stability  it  would 
give  to  the  proposition.  The  only  thought  that  occurred  to  me  was 
that  if  that  were  included  it  might  mean  a  grant  for  80  years. 

Mr.  Hall.  I  don't  think  it  could  be  so  considered  if  it  is  under- 
stood, and  I  believe  the  necessity  for  a  fixed  term  is  fundamental. 
You  see  the  w^ater  power  projects  must  go  into  the  market  and  get 
money  in  competition  with  concerns  of  all  kinds,  concerns  that  are 
financed  on  a  permanent  title  basis.  It  will  at  best  be  a  difficult  task, 
and  just  so  far  as  it  is  possible  to  make  it  easy  to  get  the  money 
and  still  protect  the  interest  of  the  public  here,  and  protect  all  the 
rights  that  you  intend  to  retain  for  the  Government,  it  ought  to  be 
done.  In  oher  words,  to  put  it  another  way,  when  you  have  provided 
in  this  bill  that  the  regulatory  authorities.  Federal  and  State,  shall 
have  absolute  power  to  regulate  the  rates  and  service;  when  you 
have  provided  that  the  Government  either  for  itself  or  somebody 
else,  may  take  the  property  over  at  the  end  of  fifty  years,  then  it 
seems  to  me  you  would  do  well  to  consider  just  going  the  limit  be- 
yond that,  to  make  this  attractive  to  investors.  And  that  is  one 
thing  that  is  needed,  absolute  certainty  of  what  is  going  to  happen 
in  these  various  contingencies  as  they  arise. 

Mr.  Haugen.  It  is  not  entirely  clear  to  me  why  the  Government 
should  guarantee  a  square  deal  or  the  integrity  and  judgment  of 
future  generations  50  years  hence;  why  a  special  guarantee  should 
be  made  to  these  investors  over  others.    What  is  the  reason  for  ask- 
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^g  &  guarantee  that  they  should  absolutely  receive  a  square  deal 
50  years  from  now  ? 

Mr.  Hau^  Because  that  becomes  an  immediate  issue.  Just  the 
minute  you  start  on  the  financing  now,  the  question  is,  what  is  going 
to  happen  at  the  end  of  the  50  years! 

Mr.  Haugen.  In  what  respect  does  it  vary  from  others?  We  all 
take  our  chances  on  future  generations.  My  title  is  at  stake  just 
as  much  as  yours. 

Mr.  Hall.  Now  let  us  see  if  that  is  so.  Assume  that  you  own  your 
residence  and  there  are  no  restrictions  whatever  on  the  place,  unless 
you  have  a  mortgage  on  it.  There  is  no  break  in  that  title  if  it  is  a  fee 
title;  it  is  good  forever,  and  you  can  deal  with  it  without  any  com- 
plications.   Now  supposing,  however,  that  you  had  leased  the  land 

tor  50  years  and  were  going  to  build  a  house  on  the  land 

Mr.  Haugen  (interposing).  Sometimes  they  make  a  lease  for  99 
years.    What  is  the  difference,  99  or  50  ? 

Mr.  Hall.  I  think  there  is  quite  a  difference  there.  You  refer 
now  to  the  practice  that  is  more  or  less  common  in  some  cities  of 
these  ^ound  leases,  where  they  are  leased  for  99  years,  and  at  the 
end  of  the  period  they  take  the  building  and  all. 

Mr.  Haugen.  What  I  had  in  view  was  this,  if  there  is  any  dis- 
position 50  years  from  now  to  confiscate  property,  the  inclination 
will  be  to  confiscate,  to  take  the  property  of  one  just  as  much  as  the 
other. 

Mr.  Hall.  All  right,  if  you  just  provide  in  the  case  of  these  water 
powers  that  if  the  property  is  confiscated  50  years  from  now  they 
shall  be  treated  like  any  other  private  property,  then  you  will  have 
a  very  much  better  bill  than  this.  The  trouble  is  you  are  expecting 
these  water  powers  to  be  developed  as  private  properties,  but  are  by 
legislation  seeking  to  prevent  them  from  being  held  and  treated  like 
other  private  property. 

Mr.  Haugen.  That  is  not  the  question.  We  aren't  speaking  about 
the  integrity  of  the  people  you  will  have  to  deal  with  50  years  from 
now.  \  ou  seem  not  to  have  sufficient  confidence  in  the  people  that 
are  to  follow  50  years  from  now  that  we  should  give  some  guaranty — 
guarantee  a  square  deal  by  those  people  50  years  from  now. 

Mr.  Hall.  I  think  they  are  entitled  to  it.    If  it  is  not  given 

Mr.  Haugen  (interposing).  It  is  not  po3sible  to  give  it. 
Mr.  Hall.  But  if  it  is  not  given  in  some  way,  so  far  as  you  can 
do  it,  then  nobody  will  invest  in  these  properties. 

Mr.  Haugen.  The  question  is,  why  give  it  to  one  and  not  to  an- 
other? If  it  is  possible  to  do  that  by  legislation,  why  not  draw  up 
a  blank  proposition  and  guarantee  everybody  a  square  deal  50  years 
from  now? 

Mr.  Hall.  You  are  not  guaranteeing  a  square  deal  here.  You  are 
simply  making  the  terms  of  what  happens  at  that  time  absolutely 
certain.  There  isn't  any  guaranty  that  the  water  power  people  are 
going  to  get  their  money  back. 

Mr.  Haugen.  The  water  power  people  would  enter  into  it  with 
their  eyes  open. 

Mr.  Hall.  They  would  not  enter  into  it  at  all  because  their  eyes 
will  be  very  wide  open.  They  would  not  enter  into  itj  and  even  if 
some  water  power  people  might  want  to  enter  into  it,  might  be  ready 
to  take  a  chance,  the  bond  buyer  would  not  do  it. 
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Mr.  Hauoek.  But  as  you  stated,  the  bond  contiuct  is  written  in  the 

license. 

Mr.    Hall.  Yes;  that  is  right. 

Mr.  Haugen.  And  if  the  terms  of  the  contract  are  complied  with, 
of  course,  the  contract  will  be  made  good.  If  there  is  any  disposition 
to  say  you  would  like  to  have  a  guaranty  that  you  would  receive 
square  treatment  at  the  end  of  50  years^  by  providmg  in  the  c(Mitract 
what  shall  happen  at  the  end  of  that  time,  oy  extending  it  30  years 
more,  as  I  understand  it. 

Mr.  Hall.  Yes.  In  other  words,  if  we  should  put  in  our  nKmey 
and  build  for  60  years  on  a  50-year  license  without  knowing  what 
the  terms  of  the  renewal  license  were  going  to  be,  we  would  prac- 
tically  say,  ^'we  will  take  any  old  license  that  the  then  commis- 
sioners 50  years  from  now  are  ready  to  give,  both  as  to  duration  of 
the  license  and  as  to  its  term,"  and  in  such  case  we  would  be  deprived 
of  all  of  our  legal  rights  if  the  new  license  were  confiscatory.  We  are 
willing  to  accept  a  renewal  license  of  different  terms  provided  it  is 
for  at  least  30  years  and  provided  it  does  not  impair  our  rights  to  a 
fair  return  on  our  investment.    That  is  all  we  ask  for. 

Mr.  Haugen.  Your  proposition  simply  means  an  extension  of  the 
time,  making  it  80  years  instead  of  50  years. 

Mr.  Hall.  Only  in  case  the  Government  does  not  take  it  over  for 
itself  or  for  a  new  license. 

Mr.  McLaughlin.  In  case  we  could  write  into  this  law — into  this 
bill,  and  the  bill  should  become  law — a  provision  for  50  years,  and 
at  the  end  at  the  option  of  the  licensee  there  should  be  a  reissue  for 
30  additional  years,  do  you  think  C!ongres3  could,  and  subsequent 
Congress,  change  that  in  such  a  way  as  to  take  away  from  you  the 
right  to  claim  30  years  additional  or  the  right  of  the  commission  to 
give  you  30  years? 

Mr.  Hall.  I  am  not  sure  whether  Congress  could  do  that  or  not, 
but  assuming  that  a  future  Congress  had  such  authority  and  exer- 
cised it,  I  am  inclined  to  believe  that  the  Oovernment  would  com- 
pensate the  owner  of  the  project  for  loss  sustained  thereby.  In  anv 
event,  the  existence  of  a  contract  entered  into  in  good  faith  by  both 
sides  would,  I  am  sure,  have  a  very  strong  deterrent  effect  against 
any  unfair  treatment  of  the  owners  of  the  property. 

Mr.  McLaughlin.  Generally  speaking  there  will  be  development 
of  water  power  under  two  conditions ;  one,  where  the  real  estate,  all 
of  it,  is  owned  by  the  company  getting  the  license,  the  Government 
having  no  title,  never  had  perhaps — or  not  for  generations — the  other 
would  be  on  public  lands  where  the  title  altogether  was  in  and 
always  had  been  in  the  Government.  This  bill  provides  for  a  flat 
charge  of  10  cents  per  horsepower,  or  not  less  than  that,  which  may 
be  charged.  Do  you  think  that  the  law  ought  to  be  so  written  as 
to  permit  a  charge  for  the  use  of  the  water  where  all  the  land  is 
owned  by  the  company,  the  Government  never  having  had  any  inter- 
est in  the  real  estate? 

Mr.  Hall.  You  mean  that  is  the  situation  presented  by  the  nav- 
igable streams? 

Mr.  McLauohmn.  Yes. 

Mr.  Hall.  That  is,  of  course,  a  question  more  for  you  gentlemen 
than  for  me  to  answer,  a  question  oi:  policy,  governmental  policy  and 
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I  understand  that  there  has  been  some  le^al  question  raised  on  that 
point.  Personally  I  don't  see  any  objection  and  I  see  some  advan- 
tages to  a  more  or  less  nominal  admmistrative  charge  being  made 
in  such  cases,  and  I  should  not  suppose  there  would  be  any  serious 
objection  to  it.  So  far  as  any  possible  use  of  tolls  for  revenue  pur- 
poses or  for  anything  beyond  nominal,  I  should  not  consider  it  wise. 
Of  course  from  my  own  point  of  view  it  looks  to  me  this  way,  that  the 
real  public  interest  here  is  to  g^t  the  power  into  these  conmiunities 
just  as  cheap  as  you  can  get  it,  and  the  cheaper  you  get  the  power 
delivered,  the  more  industries  you  are  going  to  have  and  the  more 
taxable  property  you  are  going  to  have^  and  that  is  the  place,  it 
seems  to  me,  for  the  Government  to  get  its  money,  to  create  indus- 
tries by  these  water  powers,  encourage  them,  get  them  built  up,  and 
then  have  them  as  active  growing  industries,  rather  than  to  put  a* 
charge  on  that  will,  in  the  case  of  projects  presenting  prospects  of 
a  rather  close  margin,  very  obviously  prevent  any  development 
whatever.    I  should  think  that  was  the  wiser  thing  to  do. 

Mr.  McLaughlin.  In  regard  to  the  terms  upon  which  the  Gov- 
ernment could  take  the  property  at  the  end  of  the  term,  if  the  devel- 
opment was  on  property  owned  by  the  company,  the  Government 
having  no  interest  whatever  in  it — or  at  least  no  title  whatever  to 
it— do  you  thins  it  would  be  right — ^I  gathered  from  what  you  said 
that  you  may  think  it  would  be  right  loi  the  Government  to  allow 
a  company  or  the  natural  increase  in  the  value  of  that  property, 
and  not  l>e  required  to  accept  at  the  end  of  50  years  the  value  oi 
the  property  at  the  time  the  license  was  issued. 

Mr.  Uaix.  Yes,  I  think  you  would  get  more  development  under 
that  kind  of  a  recapture  clause  than  you  would  under  this. 

Mr.  McLauqhlin.  You  would  advocate  then  the  allowance  to  the 
licensee  of  the  natural  increase  of  the  property;  that  is,  the  value 
of  the  property,  real  estate  perhaps,  not  taking  into  ccmsideration 
the  water  power  improvement  itself? 

Mr.  Hall.  They  diould  be  allowed  the  value  of  the  real  estate 
at  the  end  of  the  50  years  I  would  say,  yes,  sir.  I  think  that  would 
attract  more  money  into  the  business.  They  would  then  feel  sure 
that  if  by  wise  management,  proper  management^  they  had  increased 
the  value  of  that  property  to  any  extent,  they  would  have  it.  That 
is  the  case  in  all  other  lines  of  business,  and  they  could  compete  bet- 
ter tor  money  under  that  provision  than  under  thi& 

Mr.  McLaughlin.  You  referred  to  that,  but  not  very  directly,  and 
said  very  little  about  it.  I  did  not  know  but  what  you  wished  to 
say  something  more  about  it. 

Mr.  Hall.  I  hesitated  to  do  so  because  I  do  not  in  any  possible 
way  wish  to  be  considered  as  cfcjecting  to  this  bill.  We  feel  this 
way  that  here  is  a  situation  in  this  country  to-day  where  there  is  a 
tremendous  demand  for  power.  There  is  going  to  be  a  shortage  of 
power  if  this  war  lasts  two  years  more,  that  is  going  to  astonish  and 
surprise  people,  and  is  going  to  very  seriously  interfere  with  the 
war  program.  The  last  thine  on  earth  that  I  want  to  do  is  to  suggest 
anything  that  mi^ht  seem  like  opposition  to  the  bill,  or  suggest 
amendments  that  do  not  seem  fundamentaUy  necessary.  However,  I 
think  it  is  better  legislation  to  simply  say  that  in  case  of  recapture 
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the  licensee  shall  have  just  compensation,  give  him  whatever  the 

value  of  his  property  is.  ,      .    ,      ,     .         .c  ^u 

Mr.  La  Follette.  Not  based  on  the  physical  valuation  of  the  prop- 
erty? You  would  not  consider  that  just,  to  base  it  on  the  physical 
valuation  of  the  property  at  that  time?  . 

Mr  Haix.  I  would  say  that  whatever  that  means,  just  compensa- 
tion.'' Whatever  elements  of  value  there  are  in  the  property  let  him 
have  it,  because  that  is  what  every  other  investment  does  get.  In 
every  other  investment  that  I  know  of,  practically,  a  man  invests  and 
holds  the  property  for  fifty  years,  and  at  the  end  of  fifty  years  he 
gets  just  compensation  if  the  property  is  taken  away  from  him.  Ihat 
IS  what  the  Constitution  gives  us. 
Mr.  La  Follette.  Excuse  me,  Mr.  McLaughlin,  I  did  not  mean 

to  interrupt  you.  .  . 

Mr.  McLaughlin.  I  have  only  one  more  question.  Yours  is  di- 
rectly in  line,  of  course.  Do  you  think  it  would  be  wise  or  proper  to 
have  two  methods  of  determining  the  recapture  price,  one  where  the 
land  belongs  to  the  companies,  the  Government  never  having  been 
interested  in  it  in  any  manner  whatever,  and  the  other  for  land  that 
was  owned  by  the  Government,  and  during  the  entire  fifty  years 
title  remained  in  the  Government,  and  practically  was  not  in  the 

company  ? 

Mr.  Hall.  Well,  you  would  run  into  this  complication,  I  think 
you  are  assuming  the  fact  that  in  the  public  land  development  the 
development  will  practically  all  be  on  public  land.  As  a  matter  of 
fact  in  a  great  many  cases 

Mr.  McLaughlin  (interposing).  Development  as  far  as  the  prop- 
erty on  which  the  plant  is  located  would  ai?  be  on  public  land? 

Mr.  Hall.    No,  a  great  deal  of  it  would  be  on  private  land. 

Mr.  McLaughlin.  Not  if  it  was  taken  over  by  the  Government  at 
the  end  of  fifty  years.  If  it  was  taken  over,  of  course  it  would  all 
become  public  land. 

Mr.  Hall.  But  I  mean  now,  there  are  a  great  many  possible  de- 
velopments on  the  public  lands,  as  I  understand  it,  where  a  large  part 
of  the  property  is  already  privately  owned,  sometimes  a  half  or 
sometimes  a  quarter,  sometimes  even  less  than  that  belongs  to  the 
Government.  The  developments  in  the  public  land  States  are  not  by 
any  means  all  on  Government  land.  I  presume  there  are  some  that 
will  be  entirely  on  public  lands,  but  they  will  in  most  cases  be  in 
part  at  least  on  private  land.  I  am  not  sure  whether  it  would  be  wise 
to  make  a  distinction  in  those  two  cases  or  not. 

Mr.  McLaughlin.  You  mean  you  doubt  the  wisdom  of  asking  it 
here  at  the  present  time? 

Mr.  Hall.  Well,  I  would  put  it  this  way — I  can  not  put  it  any 
better  than  this:  If  the  object  of  this  legislation  is  to  get  just  as  many 
water  powers  developed  as  you  can  possibly  get  developed,  then  I 
would  treat  both  public  lands  and  navigable  stream  cases  that  way. 
There  will  be  more  developed  than  under  this  clause  because  under 
this  net  investment,  this  is  what  happens:  You  get  back  your  cost. 
That  is  all  you  can  get  back.  Whnt  does  that  mean?  If  you  manage 
your  business  with  every  kind  of  sagacity,  do  your  construction  well, 
run  your  property  well,  keep  it  right  up  to  date  and  the  Government 
decides  to  take  it  over,  you  do  not  get  a  nickel  for  all  of  your  accom- 
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plishment  and  effort.  You  have  simply  had  a  reasonable  return  for 
the  time  being,  and  you  have  for  the  fruits  of  your  labor  just  a  rea- 
sonably compensation,  a  reasonable  return  during  the  period.  If, 
on  the  other  hand,  you  have  had  hard  luck  and  the  business  is  not 
successful,  why  you  lose.  You  can  not  win,  and  you  stand  a  big 
chance  of  losing  something.  Now  on  that  kind  of  a  basis,  while  if 
you  are  successful  you  are  going  to  get  your  money  back,  if  the  Gov- 
ernment takes  you  over,  you  do  not  stand  any  chance  of  getting  the 
real  fruits  of  your  labor.  Of  course  you  are  not  going  to  get  money 
as  freely  on  that  basis  as  if  you  offered  to  give  the  Rcensee  all  the 
fruits  oif  his  labor  at  the  end  of  fiftv  years. 

Mr.  TayijOR.  Your  idea  is  that  there  ought  to  be  some  reward  for 
thrift  and  ingenuity  and  good  intelligence,  economical  management? 

Mr.  Hall.  Exactly.  There  is  in  every  other  kind  of  enterprise, 
therefore  if  water  power  is  to  compete  with  those  enterprises  on  a 
different  basis,  it  is  going  to  be  competing  under  a  handicap;  and  in 
the  cases  that  Mr.  Towmey  mentioned,  where  it  is  a  close  question 
whether  this  water  power  will  stand  development  or  not,  it  is  not  go- 
ing to  be  develoDed. 

Mr.  Taylor.  Referring  to  what  Mr.  McLaughlin  said,  isn't  it  true — 
if  you  are  familiar  with  the  West,  with  western  sentiment — wher- 
ever it  is  possible  at  all  for  them  to  put  the  plant  on  privately  owned 
land,  they  will  do  it  rather  than  to  put  it  on  the  public  domain  ? 

Mr.  Hall.  I  know  that,  and  of  course  that  is  very  natural. 

Mr.  Taylor.  You  spoke  about  the  royalty.  Is  it  not  true  that  if 
the  bill  or  if  the  commission  or  the  license  grantors,  whoever  they 
are — if  they  try  to  add  a  high  royalty,  it  womd  simply  be  passed  on 
to  the  consumers  and  be  a  burden  on  the  development  of  the  com- 
munity, rather  than  an  encouragement,  would  it  not? 

Mr.  Hall.  I  think  it  would. 

Mr.  Taylor.  And  you  very  aptly  stated  that  the  idea  is  that  the 
purpose  of  the  legislation  ought  to  be  to  develop  the  country  and 
create  wealth  and  the  Government  will  get  its  return  from  the  in- 
creased population,  increased  wealth  created  that  becomes  practi- 
cable, rather  than  putting  on  charges  which  are  breaks  and  impedi- 
ments in  the  development. 

Mr.  Hall.  That  is  the  way  it  looks  to  me. 

Mr.  Taylor.  In  other  words,  that  would  be  a  very  penny-wise  and 
pound- foolish  idea,  you  think? 

Mr.  Hall.  I  should  tax  wealth  after  it  was  created,  rather  than  to 
impose  in  advance  a  toll  on  the  effort  to  create  it. 

Mr.  Taylor.  You  would  not  impede  its  development  in  that  way  ? 

Mr.  Hall.  No,  sir. 

Mr.  La  Follette.  Did  I  understand  you  to  say  that  you  were  en- 
gaged in  developing  power,  electric  power,  by  water,  and  also  by 
steam? 

Mr.  Hall.  Yes,  sir. 

Mr.  La  Follette.  Perhaps  you  could  ^ve  us  some  idea  of  the  cost 
along  the  line  that  Judge  Kaker  was  asking  about  a  while  ago  of  the 
other  gentlemen. 

Mr.  Hall.  I  am  not  an  operating  man,  and  I  hesitate  to  go  into 
that  question  when  a  man  like  Mr.  Britton  is  in  the  room  and  is  going 
to  speak,  I  think  to-morrow,  and  probably  nobody  can  answer  that 
question  any  better  than  he,  and  I  would  rather  refer  you  to  him. 
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Mr.  La  Follette.  Well,  I  will  remember  that  and  try  to  get  that 
information  from  him.  Judge  Raker  excited  my  curiosity  a  little  in 
that  direction. 

Mr.  Candler.  What  you  want,  as  I  understand  it,  is  to  make  the 
provisions  of  the  bill  definite  and  certain,  in  order  that  the  people 
who  invest  their  money  in  it  may  know  exactly  what  they  are  getting 
now  and  what  they  are  goinff  to  get  hereafter. 

Mr.  Hali^  That  is  it.  The  conditions  under  which  they  invest 
their  money  should  be  perfectly  certain. 

Mr.  Candler.  Now  then,  does  not  this  bill  do  that  very  thing?  In 
the  first  place  it  provides  that  the  temporary  lease  shall  be  for  three 
years.    That  is  definite. 

Mr.  Hall.  Yes,  sir. 

Mr.  Candler.  Next  it  provides  that  the  leases  shall  be  for  50  years. 

Mr.  Hall.  Yes,  sir. 

Mr.  Candler.  That  is  entirely  definite.  Then  it  provides  that  the 
lease  shall  be  a  contract  between  the  pai-ties,  entered  into  by  mutual 
consent  at  the  time,  and  that  that  shall  obtain  for  the  50  years  with- 
out the  privilege  of  changing  it  during  that  time. 

Mr.  Hall.  Yes,  sir;  that  takes  up  to  the  end  of  50  years. 

Mr.  Candler.  So  you  get  a  definite  contract  Then  the  bill  pro- 
vides exactly  the  terms  upon  which  the  Government  can  recapture  or 
can  retake  the  property  at  the  end  of  50  years,  by  adopting  the  defi- 
nition in  the  bill  which  is  well  defined  at  this  time,  and  which  has 
been  announced  by  the  Interstate  Commerce  Commission,  I  under- 
stand, and  does  not  that  make  that  feature  absolutely  clear? 

Mr.  Hall.  I  think  it  does  make  it  absolutely  definite,  and  my  ob- 
jection to  that  definition  is  not  that  it  is  not  dennite,  but  that  it  is  not 
liberal  enough  to  be  100  per  cent  attractive.  It  would  not  attract 
quite  so  much  as  the  other  way.    But  it  is  definite  enough. 

Mr.  Candler.  Wouldn't  it  be  more  definite  than  to  say  "just  com- 
pensation," when  just  compensation  would  be  determinea  by  the  defi- 
nition which  might  be  announced  by  the  courts  between  now  and  the 
expiration  of  50  years? 

Mr.  Hall.  Yes,  it  might  be.  It  might  be  even  more  definite  than 
that,  but  not  so  liberal,  because  it  shuts  the  door  to  any  possible  in- 
crease in  your  investment. 

Mr.  Candler.  Because  this  definition  is  exactly  understood  at  this 
time  and  well  defined,  then  the  people  who  did  put  their  money  in 
would  know  exactly  what  they  were  going  to  get  back  at  the  end  of 
50  years. 

Mr.  Hali..  Yes.  sir. 

Mr.  Candler.  Xow  then  do  you  understand  that  under  this  bill  the 
(Tovernment  of  course  has  the  first  right  to  retake  the  property? 

Mr.  Hall.  Yes,  sir. 

Mr.  Candlkk.  Then  do  you  further  understand  it  that  a  provisicm 
of  the  bill  fiu'ther  is  that  some  of  the  licensees  nii^ht  be  preferred 
over  the  first  licensee? 

Mr.  Hall.  The  lull  provides  that:  yes.  sir.  They  can  take  it  away 
and  give  it  to  somebody  else. 

Mr.  Candlkk.  Then  the  ori«rinal  licensee  would  ha>  e  only  the  third 
opportunity  to  count  on  his  lease. 

Mr.  Hall.  That  is  the  way  I  luiderstond  it.  That  is  where  the 
trouble  conies  in.     That  is  where  the  uncertainty  is. 
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Mr.  Candler.  Have  you  got  a  suggestion  to  make  about  that? 

Mr.  Hall.  Yes;  these  two  ainendnients  I  made,  one  that  if  (he 
Government  does  not  take  it  over  itself,  if  does  not  take  it  for  some 
State  or  municipality  or  somebody  else  they  would  rather  have  do  it, 
then  the  original  licensee  should  be  entitled  to  a  new  lease,  not  under 
the  same  terms — I  think  it  would  be  better  if  thev  were  the  same 
terms.  If  the  Government  did  not  want  it  and  nobotly  else  wanted 
it,  it  is  i-easonable  to  suppose  that  there  ought  not  to  be  any  more 
burdens  put  on  it.  But  leave  that  asid^  for  the  moment.  Now  the 
Government  does  not  want  it,  nobody  else  wants  it,  and  the  original 
licensee  has  got  to  stay  with  it.  He  has  his  money  buried  right  there 
in  the  bottom  of  the  stream,  in  his  canals  and  everything,  and  he  has 
got  to  stay  by  it  and  keep  it  going  and  nothing  in  the  new  terms 
should  impair  his  right  to  a  fair  return. 

Mr.  Candles.  Then  your  suggestion  is  that  when  he  was  granted 
further  time,  it  should  be  not  less  than  thirty  years? 

Mr.  Hall.  Yes,  sir. 

Mr.  Candler.  Nor  more  than  fifty  years  additional? 

Mr.  Hall.  Yes,  I  assume  you  would  want  to  put  in  not  more  than 
fifty  years. 

Mr.  Candi^r.  These  are  the  only  amendments  that  you  have  to 
suggest  at  the  present  time? 

Mr.  Hall.  Yes,  sir.  There  are  one  or  two  other  points  in  the  bill 
that  I  do  not  consider  so  vital  and  fundamental,  that  I  found  in 
talking  with  some  other  gentlemen  that  are  going  to  speak  tomorrow, 
that  they  had  in  mind;  so  rather  than  duplicate,  and  in  irder  to  save 
lime  I  decided  not  to  say  anything  about  them. 

Mr.  Candlkr.  With  these  amendments  the  bill  would  be  satis- 
factory to  you  ? 

Mr.  Hall.  I  think  with  those  amendments  the  bill  would  permit 
such  financing  as  the  project  might  require  and  justify. 

Mr.  Cakdler.  This  bill  is  better  than  any  which  has  been  offered 
up  to  date  on  the  proposition  of  encouraging  the  very  thing  which 
yon  desire? 

Mr.  Hall.  I  believe  it  is,  all  things  considered,  with  those  two 
suggestions  I  have  just  made. 

Mr.  Candler.  The  great  desire  of  the  committee,  I  am  sure,  is  to 
remove  difficulties  and  present  a  bill  which  will  bring  about  water 
power  development.     That  is  what  we  want  to  do. 

Mr.  Hall.  I  want  to  say — perhaps  I  was  a  little  slow  in  answering 
that  question — there  is  no  doubt  but  what  this  bill,  as  is  perfectly 
obvious,  has  been  prepared  with  the  greatest  of  care  and  thought 
and  ft  very  clone  knowledge  of  the  situation. 

Mr.  Candler.  And  with  the  view  of  eliminating  difficulties  which 
have  existed  up  to  the  present  time. 

Mf.  Hall.  I  should  think  so,  because  it  certainly  does  eliminate  a 
great  many  of  them. 

Mr.  DoREMtrs.  Do  you  know  of  any  city  in  America  that  will  grant 
any  public  service  commission  a  fifty-year  franchise  ? 

Mr.  Hall.  Why,  I  think  so,  yes,  sir.  I  should  think  it  was  a  very 
serious  thing  if  they  would  not. 

Mr.  DoRlfiMiT^.  Do  you  know  of  anv  street  car  company — do  you 
know  of  any  city  in  America  that  will  grant  a  street  railway  com- 
pany a  term  franchise  of  any  kind? 
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Mr.  Hall.  Why,  I  know  there  have  been ;  yes. 

Mr.  DoREMus.  There  has  been ;  but  do  you  know  of  any  now  1 

Mr.  Hall.  That  would  grant  a  term  franchise? 

Mr.  DoREMus.  Yes. 

Mr.  Hall.  Rather  than  a  permanent  one,  or  do  you  mean  any 
franchise?    I  do  not  know  that  I  quite  get  the  point. 

Mr.  DoREMUs.  A  franchise  for  a  term  of  years. 

Mr.  Hall.  I  can  not  say  offliand.  I  should  assume — ^I  know  that 
there  are  a  number  of  States  which  consider  it  very  unwise  to  limit 
a  franchise,  and  grant  to-day  more  or  less  indeterminate  franchises. 

Mr.  DoREMus.  Isn't  it  a  fact  that  there  isn't  a  city  in  the  country 
to-day,  having  its  street  railways  in  operation,  where  the  fran- 
chise had  expired,  that  will  give  a  renewal  of  a  term  franchise? 

Mr.  Hall.  I  don't  think  1  quite  get  your  point  now.  You  mean 
take  a  case,  a  30-vear  franchise  for  a  street  railway  that  had  expired, 
and  the  street  railway  applies  for  a  new  franchise  ? 

Mr.  DoREMus.  Yes. 

Mr.  Hall.  Your  question  is  whether  any  city  is  ready  to  give  it? 

Mr.  DoREMus.  Yes. 

Mr.  Hall.  Either  for  30  years  or  for  a  longer  period  ? 

Mr.  DoREMus.  For  any  period ;  any  definite  period. 

Mr.  Hall.  I  should  suppose  there  were.  I  can  not  name  a  city 
now. 

Mr.  DoREMus.  Isn't  it  a  fact,  Mr.  Hall,  that  the  entire  spirit  of 
the  times  in  which  we  are  living  is  against  the  granting  of  term 
franchises  to  public  service  corporations  ? 

Mr.  Hall.  Well,  I  think  the  people  are  beginning  to  realize  that 
it  is  exceedingly  unwise  to  give  term  franchises,  but  I  am  sure  that 
I  have  heard  within  two  or  three  months  of  places  where  term  fran- 
chises were  still  under  discussion.  I  don't  suppose  it  is  possible  to 
finance  any  street  railway  proposition  in  the  United  States  to-day 
on  a  short-term  franchise. 

Mr.  DoREMus.  Well,  isn't  it  a  fact  that  the  public  service  corpora- 
tions in  cities  where  their  franchises  have  expired  are  now  operating 
under  day-to-day  agreements  with  the  municipality,  which  guar- 
antees them  a  fair  return  ? 

Mr.  Hall.  Some  of  them  are  operating  under  franchises  which 
theoretically  permit  them  to  earn  a  fair  return.  No  franchise  guar- 
antees it. 

Mr.  DoREMus.  Now,  this  license  which  it  is  proposed  to  grant 
under  this  bill  has  a  value,  has  it  not,  which  in  many  instances  will 
prove  a  valuable  thing  to  the  licensee  ? 

Mr.  Hall.  Yes;  it  will  to  some  extent.  Now,  I  want  to  qualify 
my  remark  a  bit-  If  the  licensee  could  take  it  and  do  wnat  he 
wanted  to  with  it,  imdoubtedly  in  a  great  many  cases  it  would  prove 
valuable  and  quite  valuable;  but  with  the  licensee  coming  under 
State  and  Federal  regulation,  just  the  minute  that  he  gets  a  license 
and  starts  to  operate,  and  his  returns  are  limited  to  a  reasonable 
return,  it  isn't  an  especially  attractive  thing.  I  do  not  wish  to  be 
considered,  however,  as  saying  that  some  of  them  would  not  be 
valuable. 

Mr.  DoREMus.  I  assume  that  none  of  the  towns  that  are  interested 
in  water-power  development  are  going  to  go  out  and  ask  companies 
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or  individuals  to  start  a  project  that  is  not  feasible  and  does  not 
show  commercial  possibilities.  Now  before  you  can  operate  you 
must  have  your  license — or  call  it  a  franchise — there  isn't  much  dif- 
ference between  the  two.  If  there  is  value  in  this  thing  which  the 
Government  is  going  to  give  to  you — a  50-year  franchise  would  be 
very  much  more  valuable  that  a  30-year  franchise,  would  it  not  ? 

jTlr.  Hall.  Yes,  it  would;  because  a  30-year  franchise  in  most 
cases  I  believe  would  not  be  used  at  all. 

Mr.  DoREMus.  And  an  80- year  franchise,  which  you  suggest,  would 
be  much  more  valuable  than  a  50-year  franchise '( 

Mr.  Hall.  To  some  extent,  yes,  sir;  although  you  are  always  lim- 
ited to  the  reasonable  return.  But  I  am  not  suggesting  an  80-year 
franchise. 

Mr.  DoREMDS.  And,  naturally,  gentlemen  who  are  interested  in 
water  power  development  desire  to  get  as  valuable  a  concession  from 
the  Government  as  possible.  Now,  don't  you  think  a  50-year  fran- 
chise is  a  very  long  franchise? 

Mr.  Hall.  No,  sir ;  I  think  it  is  the  minimum  that  ought  to  be  con- 
sidered. It  takes  a  long  time  to  construct  these  hydroelectric  plants, 
a  long  time  to  get  them  under  way,  and  a  great  many  of  them  are  a 
long  ways  from  market,  and  the  market  has  to  be  developed  as  well 
as  the  business  in  many  cases. 

Mr.  DoREMus.  What  would  jrour  view  be  of  a  law  under  which  you 
could  develop  these  projects,  being  guaranteed  in  the  law  a  reasonable 
return  without  any  term  franchise  at  all?  Would  it  be  possible  to 
operate  under  that  kind  of  a  law? 

Mr.  Hall.  With  or  without  any  recapture  clause? 

Mr.  DoREMus.  Without  any  recapture  clause. 

Mr.  Hall.  Yes,  I  think  it  would. 

Mr.  DoKEMus.  Suppose  you  had  a  recapture  clause,  what  then? 

Mr.  Hall.  I  think  that  changes  it. 

Mr.  DoRLMus.  In  what  respect,  and  why? 

Mr.  Hall.  The  minute  you  nave  a  recapture  clause,  then  you  know 
there  is  a  break  coming — well,  that  would  depend  somewhat  on  the  re- 
capture clause.  If  the  recapture  clause  was  that  the  Government 
could  recapture  at  any  time  by  paying  full  and  just  compensation  for 
the  property  taken,  I  think  that  would  be  all  right. 

Mr.  DoREMXJs.  In  the  meantime,  the  men  who  go  into  this  enter- 
prise at  your  solicitation  and  buy  stock  would  be  guaranteed  a  fair 
return? 

Mr.  Hall.  Yes,  sir ;  if  the  project  was  able  to  earn  it. 

Mr.  DoREMXjs.  And  also  they  would  be  guaranteed  that  the  Gov- 
ernment, if  the  Government  ever  recaptures  the  property  they  will 
get  just  compensation  for  the  investment? 

Mr.  Hall.  Yes,  sir. 

Mr.  DoREMus.  I  think  that  is  all. 

The  Chairman.  Miss  Bankin,  would  you  like  to  ask  the  witness 
any  questions?  You  ai'e  honoring  us  by  your  presence,  and  your 
State  is  interested  ven^  much,  I  believe,  in  this  question. 

Miss  Bankin.  Mr.  Hall  spoke  of  "  just  compensation,"  and  I  was 
very  much  interested  to  know  whether  he  would  be  willing  for  that 
just  compensation  to  be  based  upon  the  physical  valuation  of  the 
structure  at  the  end  of  the  50  vears. 
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Mr.  Hall.  No;  because  I  do  not  think  that  is  just  compei^ation. 
There  is  something  more  besides  the  physical  structure.  Hiere  is 
the  Taiue  of  the  business  as  it  is  built  up  and  developed — the  gmng 
c<Hicern  value. 

Miss  Rakkin.  Do  you  think  vou  are  compensating  the  Grovemment 
for  the  privilege  of  having  that  unearned  increment  during  that 
time? 

Mr.  Hall.  Now  that  is  a  question  right  away  of  policy.  Approach 
it  from  the  point  of  view  of  how  will  be  the  best  way  to  get  these 
properties  developed.  In  every  other  line  of  business,  it  there  is 
any  increased  value  in  the  kna,  the  owners  of  the  property  get  it. 
Now,  I  think  you  have  got  to  have  the  chance  to  get  the  increased 
value  in  the  land,  to  overbalance  the  chance  that  when  you  «t 
through  the  hind  is  not  going  to  be  so  valuable  as  it  was  before ;  that 
your  enterprise  is  going  to  be  a  failure.  If  we  could  be  guaranteed 
that  all  these  concerns  were  going  to  be  successful,  then  it  would  be 
different. 

Miss  Rankin.  Then  yon  think  tho  <TOvernment  should  take  all 
the  riskf 

Mr.  Hall.  I  am  not  suggesting  that  the  Government  tube  any  risk. 
I  am  assuming  that  the  Government  will  only  take  over  projects 
that  prove  to  be  profitable.  If  they  do,  tHe  people  that  have  taken 
chances  and  have  taken  the  risks  ought  to  be  compensated  for  it,  I 
think.  Altliough,  as  I  say,  I  am  willing  to  agree  to  this  net  invest- 
ment clause,  which  I  think  will  bring  some  developments  but  not  as 
much  as  a  just  compensation  clause. 

Miss  Rankin.  Well,  I  think  net  investment  is  too  much.  It  seems 
to  me  that  the  physical  valuation  at  the  end  of  50  years  might  not  be 
nearly  so  great  as  net  investment. 

Mr.  Hall.  The  Government,  you  see,  is  not  agreeing  to  take  it 
over.  It  is  just  an  option.  Now,  it  is  a  pretty  good  option.  If  the 
Government  says,  "  Now,  we  will  let  you  have  mis  for  50  years;  if 
it  proves  to  be  a  good  thing  we  will  take  it  over  for  just  what  you 
paid  for  it  wav  back,  but  if  it  does  not  prove  to  be  a  good  thing,  you 
stand  to  lose.''  It  is  a  pretty  good  contract  for  the  Government,  I 
think. 

Miss  Rankin.  It  seems  to  me  that  the  franchi.se  is  worth  a  verj' 
great  deal  that  yon  are  getting,  and  yet  the  Government  gets  no  com- 
pensation for  it. 

Mr.  Hall.  Now.  I  think  there  is  a  misunderstjmding  about  that. 
I  do  not  think  a  franchise  or  a  permit  to  do  business  is  of  very 
nmch  value,  provided  all  you  can  make  is  a  fair  return  on  your 
money.  That  fair  return  is  limited.  A  franchise  or  permit  that 
would  be  of  value  would  say :  *'  Here  is  a  chance  for  you  to  go  in  in 
this  line  of  business" — whatever  it  is — ^"  and  make  all  the  money  vou 
can."  That  is  worth  something;  but  a  franchise  which  says:  "  iTou 
can  develop  this  water  power  but  you  can  only  charge  at  any  time  a 
fair  return;  that  is  all  you  can  have:  we  are  going  to  regulate  these 
rates ;  we  are  going  to  watch  your  service;  we  are  going  to  keep  right 
in  touch  with  you  and  see  just  what  you  do  and  mane  sure  you  do 
not  get  more  than  a  fair  return,"  is  not  a  very  valuable  franchise. 

Miss  Rankin.  You  do  not  see  any  difference  between  a  business 
that  can  be  competitive  and  one  that  is  essentially  a  monopoly  ? 
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Mr.  Hall.  I  think  I  do.  Water  power  for  a  public  utility  is  essen- 
tially a  monopoly.  Of  course,  a  franchise  to  go  into  a  competitive 
business  is  not  worth  anything.    There  is  no  value  to  it  at  all. 

Miss  Rankix.  There  is  no  such  thing  as  a  franchise  given  in  com- 
petitive business.     Anyone  can  enter  into  competitive  business. 

Mr.  Hall.  As  I  understand  it,  the  whole  justification  for  I'egula- 
tion  of  public  utilities  is  because  it  is  in  the  interest  of  the  public 
that  one  concern  should  do  the  business,  and  that  the  miniuuim 
amount  of  money  should  be  invested  in  any  locality  in  that  business. 
Now,  that  is  in  the  interest  of  the  public,  therefore  the  concern  is 
going  to  get  all  the  business  there  is  in  that  locality.  That  means 
that  having  all  the  business  in  the  locality,  if  they  could  charge 
anything  they  pleased  and  charge  all  the  traffic  could  bear,  in  many 
cases  thev  could  make  very  substantial  profits,  very  unreasonable 
profits.  So  they  are  put  uncUr  regulation,  and  because  it  is  a  monop- 
oly the  Government  exercises  its  right  to  regulate  and  hold  it  down 
tb  a  fair  return. 

Now,  my  only  point  on  this  water-power  question  is  that  if  tha 
Government  is  to  hold  the  companies  down  m  the  meantiBie  to  a 
fair  return,  if  that  is  all  the  profit  possible  in  the  business,  then  the 
Government  will  do  wisely  ii  it  promises  in  case  it  takes  over  the 
property  to  pay  for  all  the  elements  of  value  there  are  in  the  prop- 
erty when  taken.  I  am  not  opposing  the  theory  upon  which  the 
proposed  bill  has  been  prepared,  namely,  approaching  it  from  the 
point  of  cost;  but  I  do  say  it  is  a  veir  good  contract  for  the  Gov- 
ernment, and  not  one  that  people  will  be  running  over  each  other 
trying  to  put  their  money  into. 

Mr.  La  Follette.  The  bill  as  it  reads  now,  as  I  understand  it,  is 
workable,  in  your  opinion,  and  this  recapture  clause  is  definite. 

Mr.  Hall.  "With  the  two  suggestions  I  have  made,  I  think  it  is. 

Mr.  La  Follette.  I  mean  the  recapture  clause  as  to  compensation. 

Mr.  Hall.  As  to  the  recapture  clause,  that  is  definite,  and  I  think 
would  not  in  itself  prevent  the  investment. 

Mr.  La  Follette.  Now,  if  we  would  put  in  something  definite 
in  that  recapture  clause  there  would  be  no  chance  for  litigation; 
but  if  we  put  in  jour  term  of  "  just  compensation,"  and  the  com- 
mission did  not  give  you  what  you  thought  was  just  'compensation, 
you  could  go  into  the  courts  and  law  and  adjudicate  for  quite  a 
while  over  that.  Now,  I  do  not  believe  it  is  wise  to  take  your  sug- 
gestion and  put  a  lot  of  litigation  onto  rising  generations— or  coming 
generations. 

Mr.  Hall.  Well,  I  will  tell  you  what  I  imagine.  I  imagine  that 
by  50  years  from  now  just  compensation  will  be  so  definitely  and  well 
defined  by  the  courts  that  there  will  be  very  few  cases  tnat  would 
go  into  the  court. 

Mr.  La  Follette.  Do  you  think  we  would  be  justified  in  going 
on  that  assumption? 

Mr.  Hall.  Well,  if  I  were  in  your  place  T  would  take  that  cliHnce. 

The  Chairman.  I  want  to  say,  Mr.  Hall,  that  I  think  you  have 
made  one  of  the  strongest  statements  I  have  heard  on  the  side  of  the 
investor,  with  reference  to  inducing  private  capital  to  go  into  these 
kind  of  enterprises,  but  I  want  you  to  look  at  it  from  another  stand- 
point: I  mean  so  tar  as  improvements  made  on  navigable  streams 
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are  concerned,  not  upon  public  lands.    We  are  here  simply  repre- 
senting the  interests  of  tne  Grovernment  in  making  navigable  un- 
navigable  streams,  or  increasing  the  navigation  facilities  of  some  that 
are  already  navigable  and  being  used.    Our  public  interest  here  is 
simpler  to  improve  navigation.    That  is  the  Government's  obliga- 
tion, is  it  not,  to  improve  the  navigation  facilities  of  the  country? 
Mr.  Hall.  I  think  that  is  a  Government  function:  yes,  sir. 
The  Chairman.  And  to  do  it  out  of  the  Public  Treasury,  to  be 
paid  by  taxation.    I  mean  we  must  improve  navigation  regardless 
of  whether  anyone  makes  any  money  out  of  it  or  not. 
Mr.  Hall.  Yes,  sir. 

The  Chairman.  Now,  that  is  a  governmental  function,  a  govern- 
mental  obligation,  and  the  property  of  all  the  people  is  pledged  to 
that  purpose ;  that  is,  they  have  got  the  power  to  tax  to  the  limit  for 
that  purpose. 
Mr.  Hall.  Yes,  sir. 

The  Chairman.  Now,  here  come  in  private  companies,  private 
capital^  private  enterprise,  and  they  say  to  the  Government,  "  If  you 
will  give  us  the  by-products  of  the  improvement  of  navigable 
streams,  and  give  us  that  for  50  years,  we  will  go  in  and  improve 
that  navigation  of  these  streams,  x  ou  shall  have  the  power  to  regu- 
late our  returns  to  the  extent  of  getting  a  fair  return  upon  the  invest- 
ment which  we  make,  and  at  the  end  of  the  60  years  you  can  take  our 
property  by  paying  us  what  it  is  then  worth  to  us."  You  are  asking 
for  a  permission  to  do  something  from  the  standpoint  of  commerciid 
profit,  just  as  you  would  put  your  money  into  other  business.  Now, 
there  is  no  compulsion  upon  you  to  do  so;  there  is  no  attempt  on 
the  part  of  the  public  to  prevent  it  from  being  done;  it  is  just  a 
question  of  public  policy,  and  what  is  better  for  the  purpose. 

Now  the  argument  that  is  being  made  continually  seems  to  assume 
the  position  that  unless  we  adopt  this  or  some  other  legislation,  this 
bill  or  some  other  bill  that  it  so  attractive  to  private  capital,  that 
there  will  be  no  improvement  of  navigable  streams  in  this  country, 
where  water  powers  are  possible. 

Mr.  Hall.  Well,  I  certainly  hope  I  did  not  give  that  impression. 
This  is  the  way  I  look  at  the  navigable-stream  situation.  I  think  it  is 
very  different  from  the  public  lands.  I  thought  at  first  when  this 
bill  came  out  that  they  were  so  different  that  it  was  probably  unwise 
to  try  and  handle  them  all  in  one  bill,  but  Mr.  Merrill's  statement 
as  to  having  all  this  question  centralized  in  one  commission  and  a 
study  made  of  the  entire  possibilities  of  the  country  convinced  me 
that  he  had  a  pretty  strong  case. 

The  Chairman.  Now,  on  the  other  hand,  if  the  Goverimient  does 
that  which  it  is  morally  bound  to  do,  improve  navigation,  and  this 
by-product,  the  water  power,  arises  out  of  it,  the  Government  is  en- 
titled— if  the  Government  makes  the  improvement — ^to  the  full  value 
of  that  by-product. 
Mr.  Hall.  Yes,  sir;  there  is  no  question  about  that. 
The  Chairman.  Now  then  if  a  by-product  would  pay  the  intei-est 
and  amortization  charge  so  that  it  would  reimburse  the  Government 
entirely  within  50  yeai-s,  then  it  would  be  unwise  to  make  this  con- 
tract on  the  part  of  the  Government  in  such  projects  as  that,  would 
it  not? 
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Mr.  Hall.  I  should  think  it  would. 

The  Chairman.  It  certainly  would.  I  don't  think  there  is  any 
<Iiiestion  about  that.  Now  I  hope  that  the  gentlemen  who  want  to 
invest  their  money  in  water  power — and  it  is  a  laudable  purpose — 
will  look  upon  this  form  the  standpoint  of  the  public  and  will  see, 
while  your  only  object  and  purpose  in  seeking  the  commission  is 
financial  gain  and  profit — which  is  a  laudable  purpose  also — that 
WG  who  are  simply  trying  to  improve  navigable  rivers  and  tempor- 
arily borrowing  the  money  from  you  by  giving  you  the  benefit  of 
the  by-product  for  the  fifty  years,  ought  to  have  reasonable  recapture 
provisions — I  moan  reasonable  from  the  standpoint  of  the  Goyern- 
inont.  Now  that  is  the  position  we  are  in.  We  are  perfectly  willing 
for  private  capital  to  improve  these  streams  and  make  money  out 
of  it,  provided  you  sell  your  product  to  the  people  as  cheap  as  the 
(lO^  ernment  could  sell  it,  or  would  sell  it  if  it  made  the  improvement 
itself. 

Wh^n  you  say  "  just  compensation,"  that  sounds  splendid,  but  I 
find  you  are  not  able  to  define  it. 

Mr.  Hall.  No  ;  there  has  been  a  lot  of  discussion  about  what  are 
the  elements  of  value  that  enter  into  it.  But  as  you  say,  it  sounds 
splendid.  It  sounds  like  a  square  deal.  It  doesn't  scare  anybody 
away.  They  will  say,  "  Of  course  the  Government  is  going  to  give 
you  just  compensation."  "What  is  it?"  "We  don't  £iow  exactly, 
but  they  are  going  to  treat  you  all  right."  And  they  will  take  a 
chance. 

The  Chairman.  Now  I  believe  firmly  that  the  Government  at 
the  end  of  the  time  will  not  take  your  property  from  you  without 
making  just  compensation  from  all  viewpoints,  just  to  the  Govern- 
ment which  has  given  you  this  50-year  opportunity  to  make  money — 
and  to  lose  it  also;  but  you  can  quit  loser  at  any  time  by  throwing 
up  the  project. 

Mr.  Hall.  We  can  not  throw  up  the  project  without  losing  a 
whole  lot  of  money. 

The  Chairman.  Well,  all  of  these  things  are  ventures.  Now  there 
is  no  ouestion  but  what  you  can  borrow  money  easier,  at  a  lower 
rate  of  interest,  upon  a  long  term  and  guaranteed  ultimate  solvency. 
There  is  no  question  about  that. 

Mr.  Hall.  No,  sir. 

The  Chairman.  But  is  the  whole  Government  of  the  United 
States  so  bad  off  for  money  for  temporary  purposes  that  it  must 
take  all  the  cha' cos,  and  should  not  private  enterprise,  doing  that 
which  it  does  not  have  to  do,  which  there  is  no  compulsion  whatever 
for  it  to  do,  take  some  chances  just  as  well  as  the  Government? 

Mr.  Hall.  I  do  not  see  that  the  Government  takes  any  chances 
whatever  imder  this  bill. 

The  Chairman.  It  takes  the  chance  of  losinff  some  money  on  this 
by-product  wh^ch  it  might  have  sold  for  sufficient  to  reimburse  it 
for  the  whole  loss. 

Mr.  Hall.  I  do  not  think  that  is  much  of  a  chance.  You  take 
Mr.  Pierce's  proposition  out  there  for  instance 

The  Chairman.  Mr.  Pierce's  proposition  is  so  good  that  ever  since 
I  heard  of  it  I  have  advocated  the  passage  of  a  private  bill  for  that 
project  alone. 
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Mr.  Hall.  Now  let  me  make  a  sugpestion  about  this.  Mr.  Pierce, 
I  hope  I  will  not  interfere  with  any  of  your  plans 

The  Chairman.  I  mean  improving  the  Columbia  River,  malbng 
200  miles  more  of  navigation,  is  so  good  and  meritorious  a  project 
within  itself,  and  I  don't  think  it  ought  to  depend  upon  the  financing 
of  poorer  projects.  In  other  words,  I  don't  think  it  ought  to  wait 
for  a  ^neral  law. 

Mr.  Hall.  Now  on  the  other  hand  there  isn't  enough  interest  in 
navigation  out  there  so  that  probably  any  committee  of  Congress 
would  feel  justified  in  goin^  to  the  expense  of  putting  in  a  dam  there 
and  building  locks  for  navigation  alone. 

The  Chairman.  I  am  treating  this  as  a  special  case.  I  would  give 
him  60  years,  without  waiting  for  everybody  that  wants  to  experi- 
ment on  more  uncertain  projects.  In  my  judgment  this  is  one  or  the 
greatest  water-power  projects  in  the  country  and  will  create  the 
greatest  benefit  to  the  surrounding  country. 

Mr.  Hall.  I  am  going  to  say  to  Mr.  Pierce  right  now,  if  he  has 
any  idea  ho  is  goin^  to  make  any  money  out  of  his  water-power 
project,  he  is  not  gomg  to  make  it  He  is  going  to  go  right  under 
regulation.  He  can  only  charge  a  reasonable  return  in  any  event.  No 
matter  how  successful  fie  is,  he  is  not  going  to  make  much  money  out 
of  water  power ;  but  that  country,  if  he  is  successful,  is  going  to  be 
developed  with  farms  and  industries  and  many  other  enterprises, 
because  it  is  located  in  a  place  where  nature  has  done  wonderful 
things  and  is  just  waiting  for  the  power. 

The  Chairman.  I  understand ;  and  I  was  about  to  say  that  the 
Government  was  willing  to  make  that  entire  improvement  at  its  own 
expense  and  sell  the  by-product  at  the  cost  of  production  to  the 
whole  people. 

Mr.  Hall.  If  the  Government  would  do  it,  that  is  another  ques- 
tion, of  course. 

The  Chairman.  I  have  been  here  for  some  time,  and  this  matter 
has  been  up  a  long  time,  and  if  there  had  been  as  much  effort  made 
through  the  press  and  otherwise  to  secure  Governmental  improve- 
ment of  these  projects  as  there  has  been  to  secure  the  passage  of 
legislation  that  would  be  attractive  to  private  capital,  I  believe  every 
single  practical  one  of  them  would  now  be  done  by  the  Government, 
where  it  was  in  the  interest  of  navigation. 

Now,  I  think  you  have  made  about  as  strong  a  statement  as  a  man 
could  make  from  the  standpoint  of  the  investor,  but  the  Government 
is  giving  up  something  in  the  by-products  that  it  could  utilize  to 
reimburse  itself ;  consequently  I  think  we  ought  to  look  at  both  sides 
of  the  matter. 

Mr.  Hall.  I  have  no  question  but  that  you  will  want  to  do  that. 
I  simply  repeat  again  that  aside  from  any  revenue  that  comes  out  of 
the  water-power  proposition,  it  seems  to  me  the  great  public  interest 
is  to  get  the  power  out  where  the  people  can  use  it,  just  as  jfast  as  it 
can  be  done. 

The  Chairman.  California,  for  example,  has  a  splendid  system  of 

Sublic  roads  built  by  the  State  of  California  by  public  taxation. 
Tow.  suppose  California  had  proposed  to  let  those  rcwids  by  con- 
tract to  concerns  operating  them  for  a  price  for  a  certain  number  of 
years  in  lieu  of  the  construction,  and  then  at  the  end  of  tlie  time  the 
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S4ate  paid  all  the  roads  were  worth;  don't  you  think  those  people 
would  think  it  was  a  rather  uncertain  public  enterprise? 

Mr.  Haix.  Yes;  because  I  think  roads  and  water  power  are  very 
different  propositions,  because  roads  are  for  all  the  public. 

The  Chaibman.  In  creating  navigable  streams  we  are  creating 
nothing  on  earth,  but  improving  natural  public  highways. 

We  will  adjourn  now  until  10.30  tomorrow  morning. 

(Whereupon,  at  5.15  o^clock  p.  m.,  the  committee  adjourned  until 
10.30  a.  m.,  Wednesday,  March  20, 1918.) 


House  op  Rbprbbentatives, 

COMMriTEE  ON  WaTER  PoWER, 

Wednesday^  Mo^rcK  20^  1918. 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Thetus  W.  Sims 
(chairman)  presiding. 

STATEMENT  OF  MB.  70HN  A.  BfilTTOir,  VICE  PBESIDENT  ASH 
GEBESAL  MAKAOEB  PACIFIC  GAS  &  ELECTBIC  CO.,  SAN  FBAN- 
CISCO,  CAL. 

The  Chairman.  State  your  name  and  occupation,  Mr.  Britton. 

Mr.  Britton.  My  name  is  John  A.  Britton,  and  I  am  the  vice 
president  and  general  manager  of  the  Pacific  Gas  &  Electric  Co.  of 
California,  a  corooration  operating  as  a  public  utility  entirely  in 
the  State  of  California,  generating  and  distributing  electricity,  gas, 
and  water,  and  operating  a  street  railway  within  that  State.  The 
territory  covered  by  the  activities  of  the  company  which  I  represent 
amounts  to  89,000  square  miles,  and  the  company  serves  a  popula- 
tion of  approximately  2,000,000  people,  or  two-thirds  of  the  entire 
populattion  of  the  State  of  California.  It  operates  in  229  of  the 
cities  and  towns  of  that  State.  It  has  been  the  pioneer — not  the 
company  itself  but  its  predecessors  in  interest — in  the  development 
of  hydroelectric  properties  not  only  in  the  State  of  California  but 
in  the  entire  world,  and  claims  to  have  been,  and  justly  claims  to 
have  been,  the  first  company  that  developed  long-distance  high- 
tension  electric  distribution  m  the  world.  It  has  developed  more 
potentiar  horsepower  from  the  falling  waters  of  the  Sierra  Nevada 
Mountains  than  has  been  developed  in  any  other  State  in  the  Union 
with  the  exception,  of  course,  of  the  potential  water  powers  of 
Niagara  Falls,  which  in  the  general  discusion  of  this  question  must 
be  ranked  as  first.  It  operates  1,640  miles  of  high-tension  lines, 
and  by  high-tension  lines  I  mean  those  in  excess  of  11,000  volts, 
nmning  up  to  110,000  volts,  and  it  has  6,000  miles  of  distribution 
systems.  It  serves  over  450,000  consumers  and  operates  14  hydro- 
electric plants  with  a  capacity  of  164,000  horsepower  and  three 
steam  plants  with  a  capacity  of  10,000  horsepower. 

Right  here  it  mav  interest  you  to  know  that  of  these  14  hydro- 
electric plants  12  oi  them  are  located  without  public  lands  and  are 
not  in  conflict  at  all  with  the  Federal  Government  in  the  matter  of 
any  occupancy  of  public  lands  or  reservations.  The  other  two 
plants  are  in  conflict,  and  I  have  a  rather  interesting  story  to  tell 
you  of  those  a  little  bit  later. 
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The  population  of  the  territory  in  California  which  we  serve  has 
increased  in  the  last  12  years  40  per  cent,  while  the  demand  for 
electric  energy  has  increased  in  that  period  of  time  over  200  per 
cent. 

The  company  not  only  generates  and  distributes  hydroelectric 
energy  and  steam-generat:d  energy,  but  it  purchases  from  other 
hydroelectric  companies  in  the  State  a  large  share  of  their  output, 
the  company  being  a  natural  distributing  company.  It  has  there- 
fore been  able  to  take  the  surplus  power  that  other  hydroelectric 
companies  had  and  distribute  that  to  its  consumers.  It  has  a  con- 
nected load  on  its  system  of  636,000  horsepower  at  the  present  time, 
divided  approximately  as  follows:  In  mining,  38,600  horsepower; 
and  by  minmg  I  include  not  only  drift  mining  and  shaft  mining,  but 
gold  dredging  as  wtU.  In  agriculture  it  supplies  70,400  horsepower 
for  irrigation  and  reclamation. 

And  right  here  may  1  say  to  you  that  it  is  my  judgment  as  a  man 
who  has  been  for  44  years  connected  with  public  utilities  in  the 
State  of  California  that  the  Pacific  Gas  &  Electric  Co.  and  the  other 
hydroelectric  companies  of  that  State  have  done  more  toward  its 
development,  its  growth,  industrially  and  agriculturally,  than  all  of 
the  other  combined  factors  in  its  growth  since  hydroelectric  energy 
became  a  factor  in  the  State.  It  has  made  possible  by  cheap  electric 
power  the  reclamation  of  the  flooded  lands  in  the  Sacramento  and 
San  Joaquin  Valleys.  It  has  made  possible  the  development  of  the 
arid  lands  of  the  State  by  irrigation,  and  it  truly  has  made  two 
blades  of  grass  grow  in  California  where  only  one  grew  before.  It 
supplies  railways  to  the  extent  of  57,300  horsepower.  Every  elec- 
trically operated  railway  in  the  State  of  California  is  operated  by 
means  of  hydroelectric  plants,  supplemented,  of  course,  by  the 
standby  of  steam  service.  It  supplies  144,400  horsepower  to  manu- 
factories in  the  State  of  California.  Among  those  are  the  large  ship- 
building plants  now  engag3d  in  Gov  rnment  work  and  the  chemical 
plants,  giving  a  new  industry  to  California  which  the  exigencies  of 
war  permitted.  California  nad  lain  dormant  in  the  matter  of  its 
wealth  untold  below  the  surface  of  the  ground  until  the  war,  as 
it  has  in  many  other  cases,  brought  out  the  resources  of  our  Nation, 
and  we  have  developed  chemical  agencies  in  California  from  the 
ores  that  have  been  discovered  that  have  astounded,  I  think,  the 
eastern  part  of  the  world.  California  is  rich  not  only  in  its  gold, 
but  it  is  rich  in  all  the  other  minerals  that  to-day  are  so  essential, 
and  has  initiated  manufactures  in  this  country,  so  that  we  will  no 
longer,  I  believe,  after  this  war  h^  dependent  upon  foreign  nations 
for  the  necessities  of  our  existence.  We  supply  10,000  horsepower 
for  the  lighting  of  the  streets  of  the  several  cities  that  we  operate 
in.  This  is  a  total  of  320,700  horsepower  connected  for  these  utili- 
tarian ns'^s.  For  m  re  lighting  of  stores,  hotels,  and  residences  we 
use  262,000  horsepower. 

Remember  that  the  figures  I  have  given  you  represent  the  con- 
nected horsepower.  The  peak  load  that  we  carried  last  year  on  our 
system  amounted  to  211.000  horsepower;  and  that  explains,  in  a  de- 
gree, the  diversity  mentioned  by  Mr.  Merrill  in  his  opening  state- 
ment to  you :  and  while  we  have  636,000  horsepower  connected  to  our 
system  which  might  possibly  at  any  moment  call  upon  us  for  that 
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amount  of  energy,  jet  due  to  the  diversity  of  the  load,  the  peak  de- 
mand at  any  one  time,  the  highest  demand  upon  our  entire  system 
in  the  year  1917  was  only  211.000  hoi*sepower,  or  about  one-third  of 
the  connected  load;  but  we  have  to  be  ready  at  all  times  to  meet  any 
demand  that  comes  from  any  one  of  these  connected  loads  I  have  told 
you  about. 

To  supply  this  energy  from  hydroelectric  plants,  the  company 
possesses  66  lakes  in  the  Sierra  Nevada  Mountains  of  varying  sizes. 
xhey  are  all  artificial  lakes  created  by  man,  and  created  tor  the 
superior  purpose  of  serving  the  public.  They  contain  practically 
40,000,000,000  gallons  of  water,  or  enough  to  supply  a  city  of  half 
a  million  inhabitants  for  three  years  if  no  water  fell  during  that 
period ;  a  thousand  days'  supply  for  the  city  and  county  of  San  Fran- 
cisco on  its  present  daily  use  of  40,000,000  gallons.  Now,  the  average 
load  we  carry  on  our  system — I  have  given  you  the  peak  load  of 
211,000  horsepower — is  approximately  133,000  horsepower. 

May  I  divert  a  moment  and  go  back  and  say  to  you  that  in  the 
shipbuilding  end  of  the  game,  which  has  developed  so  much  along 
our  western  coast,  we  now  have  eight  shipyards  turning  out  wooden 
and  steel  ships  and  one  turning  out  concrete  ships.  The  one  which 
was  successfully  launched  the  other  day  in  Redwood  City  in  Cali- 
fornia was  built  by  means  of  the  energy  supplied  by  the  Pacific  Gas 
&  Electric  Co.  We  practically  have  supplied  every  demand  that 
the  Government  has  made  upon  us  or  the  people  of  the  State  of  Cali- 
fornia have  made  upon  us,  and  we  are  able  to  do  it  not  so  much  by 
reason  of  our  hydroelectric  capacity  but  because  of  our  steam  capac- 
ity in  conjunction  therewith;  and  I  want  to  touch  upon  that  steam 
capacity  a  little  bit  later  to  indicate  why  that  use  of  power  should  be 
discouraged  by  the  Government  in  its  action  in  makmg  possible  the 
development  of  hydroelectric  properties. 

Of  the  average  daily  horsepower  that  we  distributed  during  the 
year  1917  of  133,000,  there  was  71,600  of  that  which  was  generated 
by  our  owm  hydroelectric  plants  and  30,000  of  that  by  our  steam 
plants ;  in  other  words,  41  per  cent  of  the  entire  energy  we  generated 
was  from  steam.  We  purchased  28,000  horsepower,  which  repre- 
sented 22  per  cent  of  the  total.  Our  own  steam  represented  23  per 
cent  of  the  total  and  our  hydroelectric  55  per  cent  of  the  total.  So 
77  per  cent  of  our  entire  energy  distributed  to  our  consumers  was 
from  hydroelectric  plants,  our  ow^n  and  those  from  whom  we  pur- 
chased. 

Right  here  I  may  say  that  if  our  steam-generated  energy  could 
be  dispensed  with — and  it  could  to  a  very  great  degree — the  saving 
in  oil  would  have  been,  say,  1,000,000  barrels;  certainly  a  necessary 
thing  for  us  to  save  to-day,  because  our  oil  supply  is  being  <le- 
pleted  at  the  rate  of  over  1,000,000  barrels  a  month,  and  the  auKHmt 
of  oil  available  for  fuel  purposes — I  mean  for  drivinir  the  ^teHnl 
engines  on  railroads  and  tor  meeting  the  deficiency  in  hyiln)eloctri<» 
power — will  be  absorbed  inside  of  12  months  or  10  months  fi*(*iu 
to-da^,  and  then  the  output  of  the  oil  fields  in  California  will  le  in- 
sufficient to  supply  the  demand.  That  in  itself,  to  me,  gMitl(Mm»n, 
seems  to  be  one  of  the  necessary  things  to  take  into  cons'deraMon 
in  hurrying  up  such  legislation  as  will  permit  inmiediately  tli » 
entrance  on  Government  lands  and  the  development  of  the  powt^r 
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there  hidden,  and  to  conserve  that  which  can  I'eadiiy  be  desti-oyed 
in  favor  of  the  use  of  that  which  can  not  be  destroyed  and  is  ever- 
lasting in  its  character,  and  that  is  the  flowing  waters. 

A  little  of  our  financial  statement,  if  it  please  you  and  will  not 
weary  you:  We  have  a  total  of  7,880  stockholders  in  our  corpora- 
tion, of  whom  2,719  are  women,  and  the  average  holding  in  our  cor- 
poration is  73  shares  only  per  stockholder. 
The  Chairman.  $100  shares? 

Mr.  Britton.  Yes,  sir.  Out  of  the  total  of  7,880  stockholders,  4,823, 
or  61  per  cent,  are  residents  of  the  State  of  California;  the  rest  are 
scattered  over  the  Middle  West  States,  the  Eastern  States,  and  in 
Europe.  The  control,  you  will  notice,  is  in  California,  antl  we 
claim  that  we  are  essentially  and  entirely  a  California  corporation, 
owned,  controlled,  and  managed  by  California  men,  as  the  corpo- 
ration always  has  been  and  as  all  oi  its  predecessors  have  been.  Our 
total  invested  capital  is  $137,000,000 — dollars,  not  water — and  all  of 
our  properties  have  been  built  up  on  the  basis  of  doUai-s  being  put 
into  property  and  nothing  else.  We  paid  in  taxes  last  year  $1,- 
250^000.  You  understand  that  in  California  we  are  taxed  upon  the 
basis  of  our  gross  revenue  and  not  upon  any  ad  valorem  basis,  and 
our  taxes  have  increased  in  the  past  seven  years  from  approximately 
$300,000  to  $1,250,000,  reflecting  to  some  extent  the  growth  of  the 
industry  and  also  the  necessities  of  the  State  administration,  requir- 
ing more  mone^'^  for  its  administration.  The  State  of  California 
pays  all  of  its  expenses  from  a  percentage  on  the  gross  revenues  of 
the  corporations  operating  in  the  State  as  public  utilities. 

The  Chairman.  You  mean  California  has  no  other  source  of 
revenue  ? 

Mr.  Britton.  That  is  all. 

The  Chairman.  They   do  not  collect  any   land   tax   or   any   ad 
valorem  tax? 
Mr.  Britton.  No,  sir. 

Mr.  Raker.  That  is  taxation  for  State  purposes  only. 
Mr.  Britton.  Yes;  the  counties  and  cities  have  an  ad  valorem  tax. 
The  Chairman.  My  question  had  reference  to  the  State. 
Mr.  Britton.  We  are  now  paying  5.6  per  cent  of  our  gross  revenue 
as  an  annual  tax  to  the  State.     The  tax  is  graded  to  other  classes  of 
public  utilities,  the  railroads  paying  5.4  per  cent,  as  I  remember, 
and  the  banks  about  4  per  cent. 

Mr.  Baker.  That  has  only  been  so  for  the  last  four  years,  has  it 
not,  Mr.  Britton  ? 

Mr.  Britton.  That  is  all ;  yes,  sir. 

Now,  let  me  tell  you  a  little  story,  gentlemen,  of  the  experiences  of 
our  company  with  respect  to  development  of  hydroelectric  properties 
in  California,  aside  irom  those  I  mentioned  which  do  not  concern 
the  Government's  lands.  The  total  development  outside  of  the 
public  lands  of  124,000  horsepower,  out  of  164,000  horsepower,  was 
made  possible  by  reason  of  the  fact  that  in  the  early  days  of  Cali- 
fornia hydraulic  mining  called  for  the  storage  of  waters  in  the 
mountains  in  a  limited  way,  called  for  the  building  of  ditches  and 
flumes  to  carry  the  water  to  the  sites  of  the  mines,  and  provided  a 
certain  head  in  order  that  the  monitors  would  wash  away  the  earth 
and  recover  the  gold.     Also  there  were  certain  developments  of 
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irrigation  that  were  b^^un  in  California  that  called  for  stora^  in 
some  cases  and  for  ditches  and  flumes  to  carry  the  water  to  the  arid 
land. 

When  the  idea  of  the  development  of  hydroelectric  properties 
occurred  to  men  in  California  by  the  development  of  the  possibili- 
ties of  hish  heads,  low  heads  having  been  Known  to  some  extent 
prior  to  that  in  open  water  wheels  and  some  in  the  small  Pelton 
wheels  for  mining  purposes,  the  presence  of  these  old  reservoirs  and 
ditches,  of  course,  attracted  attention  as  one  of  the  means  for  pro- 
ducing hydroelectric  j)ower.  The  first  plant  of  any  consequence  that 
was  built  in  California  was  built  on  the  North  i  uba  River.  That 
river  is  fed  from  underground  springs.  It  is  a  lava-cap  country, 
and  the  melting  snows  from  the  Shasta  and  Lassen  buttes,  in  the 
northern  part  of  the  State,  finding  their  way  down  through  these 
underground  channels,  produce  in  that  river  an  almost  constant 
flow.  It  does  not  vary  materially  during  the  year  except  during 
the  extreme  flood  period.  An  irrigation  flume  led  from  the  head 
dam  on  the  North  Yuba  River  to  a  place  called  Brown's  Valley  in 
Yuba  County.  The  promoters  of  the  Bay  Counties  Power  Co., 
which  was  tne  initial  company  operating  in  that  State,  bought  the 
rights  of  the  irrigation  district  under  the  condition  that  it  would 
continue  to  supply  the  district  with  water,  and,  taking  advantage 
of  a  fall  in  the  river  of  about  700  feet,  put  in  the  first  plant  of  any 
consequence,  as  I  said  a  moment  ago,  in  California,  named  "  Colgate," 
of  about  8,000  horsepower,  and  built  a  line  50  miles  in  length,  a  high- 
tension  line,  of  30,000  volts,  which  was  deemed  to  be  as  high  voltage 
as  could  be  safelv  carried  over  wires,  to  the  citv  of  Sacramento,  68 
miles  distant,  the  capital  of  the  State  of  California.  From  that 
installation  has  sprung  every  hydroelectric  plant  of  any  conse- 
quence in  the  State. 

Just  above  Colgate,  on  Butte  Creek,  were  a  number  of  mining 
ditches  owned  by  the  Cherokee  Mining  Co.,  which  were  again  taken 
advantage  of,  and  a  plant  called  the  De  Sabia  plant  was  erected, 
utilizing  a  head  of  l,5t35  feet.  That  is  the  third  highest  head  in 
California,  and  that  plant  has  been  in  operation  ever  since  1900. 
The  South  Yuba  Water  Co.  owned  a  number  of  lakes  and  old 
canals  used  for  mining  and  irrigation  purposes  in  Placer  County 
and  in  Nevada  County,  in  our  State,  and  in  1910  the  idea  was 
conceived  by  the  company  that  a  utilization  could  be  made  of  the 
available  head  of  that  stream,  which  amounted  to  practically  3,875 
feet  total  head,  in  five  drops,  and  so  develop  those  resources  of  Cali- 
fornia, and  so  provide  for  hydroelectric  energy  for  all  the  purposes 
I  have  mentioned  to  you.  It  began  the  work  of  surveying  the  land 
to  determine  the  most  effective  fall  and  the  locations  of  the  power 
houses,  and  conceived  the  idea  of  increasing  the  capacity  of  its  main 
reservoir  or  lake,  known  as  Lake  Spaulding,  so  that  with  the  ordi- 
nary season's  requirements  a  certainty  could  be  had  of  enough  water 
to  operate  the  chain  of  power  houses  during  the  entire  year.  The 
whole  project  contemplated  the  development  of  approximately 
200,000  horsepower  in  five  separate  and  distinct  plants — ^the  first  one 
of  over  50,000  horsepower,  the  second  one  of  over  40,000  horsepower, 
iind  the  remaining  power  houses  making  up  the  continuous  chain. 
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The  company  proceeded  to  buy  all  the  land  essentially  necessary 
for  that  development  from  the  summit  of  the  Sierra  Nevada  Moun- 
tains pnictically  to  sea  level  or  a  little  above  sea  level  in  the  Sacra- 
mento Valley,  and  then  projected  its  surveys.  It  discovered  first 
that  along  the  line  of  tlie  most  efiicient  canal  that  could  be  built 
to  give  the  best  effective  drop  an<l  therefore  the  greatest  use  of  the 
water  in  the  generation  of  power  there  was  a  small  section  of  a 
forest  reserve  projecting  into  the  line  of  this  canal,  so  that  the  canal 
if  continued  upon  that  contour  line  would  cross  1,320  feet  of  forest 
reserve.  It  also  discovered  that  in  Lake  Spaulding,  if  and  when 
the  ultimate  development  of  that  lake  should  l)e  made  so  as  to  store 
approximately,  in  round  numbers,  100,000  acre- feet  of  water,  the 
water  would,  when  it  was  filling  up  to  the  very  top  of  this  dam* 
overflow  approximately  36  acres  of  Government  land  in  the  Tahoe 
National  Forest.  Forest  land  in  this  case  is  a  misnomer,  as  I  can 
tell  you  from  my  own  pei'sonal  observation  and  knowledge  of  this 
36  acres.  It  is  as  barren  of  vegetation  as  the  floor  of  this  room. 
It  is  a  granite  bowlder  or  a  series  of  granite  bowlders,  one  resting 
upon  the  other,  covered  for  four  or  five  months  in  the  year  with 
from  18  to  25  feet  of  snow,  and  for  a  few  months  covered  with 
the  water  that  is  impounded  back  of  this  dam,  arid  otherwise  a  place 
where  a  goat  could  not  live.  But  it  is  a  forest  within  the  limitations 
of  the  (government's  right  to  declare  that  to  be  a  forest  reserve. 

I  came  on  to  Washington  in  1911  and  appealed  to  the  Secretary 
of  Agriculture  for  some  lease  or  condition  of  occupancy  of  both  this 
1,320  feet  of  land  where  the  canal  crossed  and  this  36  acres^  so  as 
to  relieve  the  company  from  the  burdens  and  obligations  of  the  then 
and  present  existing  laws  and  rules  and  regulations  of  that  depart- 
ment, which  provided  that  the  company  must  take  out  a  revokable 
permit  and  must  subject  the  entire  project  of  200,000  horsepower  to 
Government  regulation  and  control.  I  found  I  could  make  no  head- 
way. I  returned  to  California  and  authorized  the  building  of  a 
syphon  from  this  canal  to  avoid  trespassing  upon  the  1,320  feet  of 
Government  property  in  a  forest  reserve,  at  a  cost  of  $85,000,  which 
could  largely  have  been  saved  had  we  been  permitted  to  put  a  ditch 
through  that  1,320  feet.  We  determined  to  take  the  chance  of  flood- 
ing this  36  acres  of  land  at  the  head  of  Lake  Spaulding  during  the 
summer,  and  we  have  done  so  from  then  until  now.  Mmd  you,  that 
36  acres  is  the  only  thing  that  is  left  in  controversy,  and  b«ir  in 
mind  what  proportion  that  represents  to  the  total.  We  have  bought 
and  paid  for  all  of  the  land  necessary  for  the  occupancy  of  these 
lakes,  for  the  canals,  for  the  fore  bays,  the  penstocks,  ithe  power 
houses,  and  the  transmission  lines,  and  we  own  in  fee  simple  over 
12,800  acres  of  land  involved  in  this  enterprise,  and  the  86  acres 
alone  is  Government  property. 

Now,  I  contend,  gentlemen,  that  it  would  be  an  injustice  to  any 
company  where  such  conditions  exist  to  require  a  strict  compliance 
with  the  present  rules  and  regulations,  and  I  do  believe  that  in  en- 
couragement of  an  enterprise  of  that  kind,  where  risk  and  initiative 
have  been  taken  and  shown,  the  Government  ought  to  grant  an  abso- 
lute lease  to  that  land  and  permit  occupancy  upon  the  payment  of 
the  fair  rental  value  of  that  land ;  and  that  is  one  of  the  amendments 
I  shall  presently  offer  to  you  in  support  of  that  contention  of  mine 
with  respect  to  Lake  Spaulding. 
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In  addition  to  the  use  of  the  water  for  power  in  this  project  or  in 
the  chain  of  power  houses,  after  it  leaves  the  last  power  house  it  is 
distributed  for  irrigation  purposes,  and  there  are  approximately 
24,000  acres  of  land  in  Placer  County  supplied  with  the  watdt  that 
comes  from  these  lakes;  and  there  is  sufficient  water  now,  after 
doing  its  duty  and  service  in  the  generation  of  power,  to  irrigate 
over  100,000  additional  acres  of  land.  It  does  seem  to  me,  gentle- 
men, that  men  who  have  devoted  themselves  to  the  public  good,  who 
are  building  up  a  State,  who  are  inviting  population  and  increasing 
it  by  what  they  do,  under  such  circumstances  as  I  have  related,  should 
receive  some  consideration  and  be  relieved  from  onerous  conditions 
that  militate  against  the  full  development  of  property  of  this  kind. 
We  are  technically  trespassers  now,  I  admit.  We  have  gone  on  the 
public  domain  so  far  as  this  little  end  of  Lake  Spaulding  is  con- 
cerned, and  perhaps  we  are  not  coming  into  court  with  quite  clean 
hands  with  respect  to  that;  but  it  was  either  a  question  of  flooding 
these  few  acres  of  land  and  developing  this  property  or  goingr  into 
the  business  of  building  steam  plants  at  a  much  less  cost  per  horse- 
power and  taking  no  chances,  or  helping  to  develop  the  State  by 
making  agriculture  more  possible  than  it  would  be  without  this 
stored  water,  aside  from  what  that  stored  water  means  in  flood  con- 
trol. And,  believe  me,  when  you  store  something  approaching 
150,000  acre- feet  of  water  in  the  mountains  of  the  Sierra  Nevadas, 
as  we  do,  you  are  to  a  degree  preventing  floods  which  have  been  so 
disastrous  in  the  Sacramento  Valley;  and  every  reservoir  that  is 
built  in  California  to-day  is  a  factor  in  making  more  valuable  the 
agricultural  lands  of  our  State  in  our  low-lying  valleys. 

Now,  we  have  another  situation  on  the  Pit  River  in  California. 
The  Pit  River  is  responsible  for  approximately  60  per  cent  of  the 
entire  flow  of  the  Sacramento  River,  with  which,  I  presume,  you  are 
all  more  or  less  familiar  as  being  the  main  artery  that  reaches  from 
the  Pacific  Ocean  up  into  the  Sacramento  Valley,  and  in  the  early 
days  was  navigable  for  something  like  400  miles ;  but  due  to  hydraulic 
mining  and  other  conditions  it  is  now  only  navigable  that  distance 
during  the  flood  waters,  but  is  navigable  at  all  times  to  the  city  of 
Sacramento.  The  Pit  River,  which  flows  through  Shasta  County, 
one  of  the  northern  counties  of  the  State,  is  a  river  that  is  supplied 
from  the  melting  snows  of  Shasta  and  Lassen  and  is  peculiarly  one 
of  the  rivers  of  the  State  in  which  there  is  a  very  small  difference 
between  the  maximum  flow  and  the  minimum  flow.  Its  ordinary 
maximum  flow  has  been  computed  to  be  3,200  cubic  feet  per  second 
and  its  minimum  flow  about  2,600  cubic  feet  per  second.  It  has  a 
possibility  in  the  Big  Bend  of  the  Pit,  as  it  is  termed,  with  a  fall  of 
over  940  feet,  and  with  the  quantity  of  water  at  the  minimum  flow 
which  will  generate  180,000  horsepower,  and  with  the  maximum  flow 
^60,000  horsepower,  in  the  one  plant.  The  company  which  I  repre- 
sent has  purcha,sed  the  riparian  rights  to  the  lands  abutting  on  the 
river  to  a  very  large  percentage.  I  think  there  are  only  a  very  few 
sections  involved  that  it  does  not  own.  It  has  control  practically  of 
all  the  land  required  for  a  tunnel  about  7  miles  in  length  across  thit 
bend  of  the  river. 

All  the  Government  land  involved  in  that  project  is  practically 
the  dam  site  on  the  river  and  a  amall  portion  of  the  tunnel.    The 
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company  could,  if  it  so  desired — and  I  am  not  expre»sins  a  desire 
on  its  part  to  do  this— drop  below  its  present  intaice,  build  a  little 
longer  tunnel,  sacrifice  practically  10  per  cent  of  the  head  and  there- 
fore 10  per  cent  of  the  power  available,  and  be  entirely  upon  land 
owned  by  it  in  fee  and  not  subject  to  control  by  the  Federal  Govern- 
ment in  any  way.  It  would  seem  a  crime  that  any  company  should 
sacrifice  18,000  to  20,000  horsepower  with  the  mininmm  and  25,000 
horsepower  with  the  maximum  flow  of  the  river  just  to  avoid  a  piece 
of  Government  land;  but  if  legislation  can  not  be  enacted  that  will 
invite  capital  to  take  its  chances  upon  a  piece  of  property  which 
would  eventually  cost  something  like  $25,000,000  in  that  one  project* 
it  will  not  build  on  Government  land.  It  will  sacrifice  a  small 
amount  of  head  and  be  independent  of  Federal  regulation. 

Now,  these  are  two  particular  and  peculiar  cases  that  exist  perhaps 
only  in  the  State  of  California  and  nowhere  else,  but  they  are  illustra- 
tive of  what  Government  control,  as  heretofore  exerted,  will  do  in 
stopping,  to  a  degree,  progress.  We  would  not  to-day,  under  present 
rules  and  regulations,  begin  to  develop  that  Pit  River  project.  We 
could  better  afford  to  build  a  steam  plant  and  take  our  chances  on 
the  gradual  growth  and  development  to  meet  the  necessities  of  power 
demand  than  to  plunge  $20,000,000  or  $25,000,000  into  a  project 
which  might  or  might  not  be  profitable,  located,  as  this  would  be, 
over  200  miles  from  the  center  of  our  power  demand. 

And  right  here  may  I  advert  to  something  Mr.  Townley  said  yes- 
terday as  illustrated  by  our  conditions.  Of  our  total  installed  load  of 
636,000  horsepower,  65  per  cent  of  it  is  located  within  20  miles  of  San 
Francisco.  Now,  when  you  bring  hydroelectric  power  from  such 
distances  as  200  miles  and  over  to  meet  a  demand  of  that  sort  in  that 
congested  center,  you  are  coming  dangerously  close  to  the  question  as 
to  whether  or  not  you  can  afford  to  build  a  hydroelectric  plant  which 
costs,  as  Mr.  Townley  stated — and  he  was  right  in  stating  it — on 
the  Pacific  coast  from  four  to  five  times  the  cost  per  horsepower  of  a 
steam  plant;  and  to  convey  electricity  at  a  nominalloss  from  a  steam 
plant  to  the  center  of  demand,  you  are  approaching  a  price  in  your 
overhead  charges,  to  say  nothing  of  your  operating  charges,  in  steam- 
plant  operation  very  close  to  that  of  an  hydroelectric  plant.  That, 
of  course,  again  is  governed  by  the  cost  of  your  fuel  in  the  generation 
of  power  by  steam.  In  California  we  have  no  steam  coal,  as  you 
probably  know.  We  have  a  very  inferior  quality  of  lignites  and  some 
peats,  in  the  early  formation  of  coal.  In  the  early  days  when  demand 
tor  power  was  light,  and  for  the  manufacture  of  gas  and  for  our  gen- 
eral  industries,  coal  was  brought  largely  from  Australia,  and  brought 
cheaply  because  we  were  then  a  great  grain-growing  country  and 
ships  were  needed  to  take  cargoes  of  our  grain  to  the  United  Kingdom 
and  to  Europe,  and  they  would  go  from  England  to  Australia  with 
a  cargo  needed  for  their  colonies,  would  load  with  coal  practically  as 
ballast,  and  bring  it  to  San  Francisco,  and  would  load  with  wheat  and 
take  it  to  the  United  Kingdom ;  and  fleets  of  ships  crowded  our  har- 
bors there  for  years  and  we  were  able  to  buy  the  best  steam  coal  in 
the  world  in  cargo  lots  from  $4.50  to  $4.75  and  $5  a  ton. 

A  little  coal  came  from  Puget  Sound,  but  the  cost  of  transportation 
and  of  mining  being  much  higher  and  that  coal  not  quite  equal  to  the 
Australia  steam  coal,  sold  anywhere  from  $6  to  $7  a  ton  by  cargo  lots 
and  from  $12  to  $14  in  ordinary  ton  lots  delivered  to  the  consumer. 
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The  Chairman.  What  would  about  the  same  quality  of  coal  be 
worth  up  there  now  in  car^  lots? 

Mr.  BRrrroN.  I  think  about  $8  in  cargo  lots.  That  bituminous 
coal  from  the  Sound  has  been  selling  from  $18  to  $20  a  ton. 

When  oil  was  discovered  in  California  in  great  quantities  in  the 
early  nineties  and  became  a  substitute  for  coal,  it  gave  an  impetus  to 
steam-plant  generation ;  and  even  though  hydroelectric  power  came  in 
subsequently,  the  first  plants  of  any  consequence  to  deliver  hydroelec- 
tric energy  being  built  about  1900,  it  did  not  for  a  long  time  take  the 
place  of  steam -generated  energy,  oil  selling  in  California  at  that 
period,  say  from  1900  to  1904  and  1905,  as  low  as  42  cents  a  barrel  of 
42  gallons.  That  is  as  low  as  oil  ever  got,  and  that  was  delivered, 
mind  you,  at  seaboard  in  San  Francisco  Bay.  Within  the  last  year 
and  a  half  the  prevailing  market  price  for  crude  oils  for  fuel  pur- 
poses was  60  cents  a  barrel.  To-dajr  oil  is  selling  in  the  market,  and 
you  can  not  contract  for  any  quantity  even  at  that  price,  at  $1.45  a 
barrel  of  42  gallons.  At  60  cents  a  barrel,  had  we  then  the  efficient  tur- 
bines that  are  built  to-day,  no  hydroelectric  plant  could  compete  with 
steam-generated  energy  in  the  radius  I  have  given  to  you  of  our 
maximum  demand,  65  per  cent  of  our  maximum  demand  being  within 
20  miles  of  San  Francisco.  It  could  not  be  done  because  a  steam  plant 
can  readily  be  built,  or  could  at  that  time,  for  $50  a  horsepower,  while 
in  the  early  development  of  hydroelectric  energy  in  California  plants 
cost  anywhere  from  $500  a  horsepower  down. 

I  know  of  one  plant  in  our  system,  our  Deer  Creek  plant  of  about 
8.000  horsepower  capacity,  that  happened  to  lie  on  the  line  of  a 
ditch  conveying  water  from  Lake  Spaulding  to  the  mining  centers 
in  Nevada  City,  where  there  was  a  natural  drop  in  the  ditch — ^that 
is,  we  let  the  water  drop  from  the  ditch  into  the  stream  and  picked  it 
up  later  on  and  carried  it  on.  It  presented  a  possibility  of  putting 
in  a  plant  with  a  head  of  about  460  feet.  That  cost  less  than  $50 
a  horsepower. 

The  chain  of  power  houses  I  have  told  you  about  from  Lake 
Spaulding  down  practically  to  sea  level,  have  cost  up  to  the  present 
time  about  $185  per  horsepower.  As  we  put  in  the  remaining  units, 
that  will  be  reduced  until  probably  that  cost  will  be  somewhere 
about  $150  per  horsepower.  The  first  Colgate  plant  that  was  put  in 
cost  over  $500  per  horsepower.  It  was  pioneering  work,  and  that 
cost  could  not  be  avoided,  and  some  of  the  plants  in  California 
already  in  operation  have  cost  fully  that  amount  of  money.  It 
must  be  a  very  high-head  plant  and  very  advantageously  located  so 
far  as  transportation  is  concerned,  and  labor  must  be  available  at 
a  very  low  rate,  to  put  in  a  plant  to-day  at  less  than  $150  per  horse- 
power; and  a  single  plant  of  an  ordinary  head,  say,  of  1,000  feet, 
could  not  be  put  in  to-day  in  California,  in  my  judgment,  for  less 
than  $200  to  $250  per  horsepower. 

Now,  I  would  like  to  submit 

The  Chairman  (interposing).  In  that  connection,  if  it  will  not 
break  your  line  of  thought,  what  is  your  maintenance  charge  per 
horsepower;  I  mean,  the  maintenance  cost? 

Mr.  Brixton.  I  do  not  know  that  I  could  give  you  that,  Judge^ 
exactly. 

The  Chairman.  I  thought,  perhaps,  you  had  it  at  your  fingers* 
ends. 
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Mr.  Bruton.  No:  I  have  not  the  liydroeloctric  maintenance  sepa- 
rated from  the  other  nuiintenance.  The  maintenance  cost  does  not 
amount  to  very  much  in  the  modern  plants.  In  the  older  planus, 
with  wooden  poles  and  with  that  type  of  construction,  the  main- 
tenance is  quite  high;  but  with  the  modem  type  of  fireproof,  re- 
inforced concrete  buildings  for  power  plants  and  steel-tower  lines, 
it  does  not  amount  to  very  much.  It  is  a  very  negligible  price  per 
horsepower  per  hour  or  horsepower  per  year. 

(The  committee  thereupon  took  a  recess  until  1.30  o'clock  p.  ni.) 

AFl'ER  KRCKSS. 

The  committee  reassembled,  pursuant  to  the  taking  of  reces.s,  at 
1.30  o'clock  p.  m. 
The  Chairman.  You  may  proceed,  Mr.  Britton. 

STATEMENT  OF  MB.  JOHN  A.  BRITTON,  VICE  PRESIDENT  AND 
GENERAL  MANAGER  PACIFIC  GAS  &  ELECTRIC  CO.,  SAN  FRAN- 
CISCO, CAL.— Continued. 

Mr.  Britton.  Mr.  Chairman  and  gentlemen  of  the  committee,  may 
I  go  back  for  a  moment  in  the  description  of  the  Pit  River  project, 
of  which  I  spoke  this  morning?  This  shows  the  flow  of  the  river 
around  what  is  known  as  the  big  bend  of  the  Pit  [indicating  on 
map].  The  projected  line  of  the  tunnel  which  is  the  shortest  length 
across  there,  giving  the  greatest  head,  impinges  upon  the  forest  re- 
tserve,  over  the  red  boundary,  a  distance  of  a  little  less  than  a  mile. 
The  tunnel  which  is  6.96  miles  in  length  with  a  fall  of  about  10 
feet  to  the  mile,  comes  out  of  the  hills  at  this  point,  with  a  fall  of 
920  feet  into  the  river  at  the  point  marked  in  red  as  the  power-house 
site.  There  is  an  alternate  line  below  on  the  river  which  takes  a 
tunnel  of  7.37  miles  in  length  to  the  same  point  of  approach  at  the 
west  end  of  the  tunnel,  giving  about  92  feet  less  fall,  or  10  per  cent, 
and  destroying  10  per  cent  of  the  energy  that  can  be  created  by  the 
same  amount  of  water.  That  land,  or  the  approach  to  the  east  end 
of  the  tunnel  is  entirely  in  the  ownership  of  a  company  which  I 
represent,  in  fee,  and  none  of  the  projected  line  of  tunnel  impinges 
upon  the  Government  domain. 

That  power  house  has  a  possibility  of  180,000  horsepower,  con- 
stant, and  250,000  horsepower  for  peak  requirements.  There  is  no 
reservoir  necessary  for  that  power  project,  as  the  flow  of  the  river 
is  f?o  nearly  constant  that  it  requires  no  storage  back  of  it. 

The  next  project  I  spoke  of  is  that  of  the  Drum  power  house, 
which  is  illustrated  on  this  map.  This  point  in  red  is  where  the 
lake  overflows  the  Government  land  to  the  extent  of  approximately 
36  acres.  This  piece  here  [indicating  on  map]  is  Government  land, 
the  quarter  section  I  mentioned  that  the  Government  would  not  with- 
out burdensome  conditions  grant  a  right  of  way  over,  and  therefore 
on  our  own  land,  colored  in  green  [indicating],  owned  in  absolute 
fee  by  the  company,  we  built  a  steel  siphon  that  carries  the  water 
from  this  side  of  the  Government's  property  to  the  other.  There  is 
no  eifective  loss  in  head  whatever,  and  it  simply  obviates  going  over 
in  a  straight  line. 
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This  shows  the  powor  house  known  as  the  Drum  power  house,  with 
i\  capacity  of  ahout  t)r),()00  horsv»i)Ower.  Here  is  the  tunnel  running 
from  Lake  Spauldin^,  nearly  a  mile  lon^:.  and  ri^ht  below  the  dam 
we  have  put  a  power  house  in  the  holid  rock  and  utilized  the 
head  of  the  reservoir,  and  by  means  of  that  one  power  house  in  tha 
solid  rock,  5,()00  feet  above  the  level  of  the  sea,  we  generate  to-day 
♦>,G00  horsepower,  varying  with  the  head  of  the  water  in  lake.  As 
the  water  falls  from  the  top  of  the  level  of  the  dam,  the  efficiency 
of  the  turbine  decreases,  and  falls  to  a  negligible  quantity  when  the 
water  is  exhausted.  This  map  illustrates  the  point  I  wanted  to 
make  this  morning — the  company's  ownership  of  all  the  land  em- 
bracing the  entire  Dnmi  Canal,  tiie  reservoirs,  and  the  power  house, 
with  the  insignificant  exception  of  a  small  acreage  at  the  upper  end 
of  Lake  Spaulding. 

The  water,  after  falling  into  Bear  River,  flows  a  distance  of  about 
30  miles  and  is  again  picked  up  or  will  be  picked  up  at  our  No.  2 
drum  power  house,  with  a  capacity  of  about  40,000  horsepower. 
It  is  again  discharged  into  the  Bear  River  and  picked  up  almost 
immediately  and  used  under  a  head  of  500  feet.  No.  2  bemg  with 
a  head  of  950  feet,  and  used  in  a  power  house  with  a  capacity 
of  about  18,000  horsepower  and  diverted  and  then  again  picked 
up  in  a  ditch  and  conveyed  to  another  power  house  with  a  fall 
of  420  feet,  where  the  water  is  converted  into  power  to  the  ex- 
tent of  18,000  horsepower,  after  which  the  water  is  liberated  and  irri- 
gates the  acreage  which  I  spoke  about  this  morning.  I  will  speak 
later  upon  the  provisions  of  the  bill  with  respect  to  that. 

Now,  Mr.  Chairman,  may  I  touch  upon  the  financial  situation  of 
the  company,  in  view  of  what  Mr.  Merrill  suggested  as  a  description 
of  the  difficulties  that  are  bein^  encountered  by  public-service  cor- 
porations everywhere  in  the  United  States. 

The  gross  operating  revenue  of  our  company  during  the  year  1917 
was  $19,800,000,  an  increase  of  $1,197,000  over  the  year  191G,  indicat- 
ing a  growth  of  the  business  which  is  due  to  the  fact  that  wo  are 
meeting  every  demand  that  is  made  upon  us  for  every  purpose.  Our 
net  revenue,  however,  for  the  same  period  decreased,  after  deduction 
of  all  charges,  $1,200,000. .  That  is,  we  did  not  make  in  1917  by 
$1,200,000  as  much  money  as  we  made  in  1916,  notwithstanding  we 
increased  our  gross  revenue  $1,197,000. 

The  Chairman.  What  did  you  make  in  1916 1 

Mr.  BarrroN.  Our  net  in  1916  was  $2,908,000.  That  was  the  sur- 
plus  after  the  payment  of  expenses — our  bond  interest  and  dividend 
on  our  preferred  stock. 

The  Chairman.  How  much  did  you  pay  in  the  way  of  dividends? 

Mr.  Britton.  The  dividends  paia  on  the  preferred  stock  amounted 
to  $1,390,000. 

The  Chairman.  At  what  rate? 

Mr.  Britton.  Six  per  cent. 

The  Chairman.  And  on  the  common  stock? 

Mr.  Britton.  The  rate  on  the  common  stock  is  5  per  cent. 

The  Chairman.  What  is  the  rate  of  interest  on  the  bonds! 

Mr.  Britton.  That  rate  varies.  It  would  average  probably  about 
5.1  per  cent.  We  have  a  few  6  per  cent  bonds  out,  ox  the  ola  iBSues, 
but  their  amount  is  small  in  quantity. 
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The  Chairman.  What  is  the  amount  of  surplus? 

Mr.  Britton.  There  was  $2,908,000  applicable  to  dividends  on  our 
common-stock  depreciation  and  other  reserves  in  1916. 

The  Chairman.  And  this  year  the  amount  is  how  much? 
.    Mr.  Britton.  The  amount  in  1917  was  $1,600,000. 

The  Chairman.  What  was  the  amount  of  the  decrease — I  believe 
you  said  it  was  a  little  over  $1,000,000. 

Mr.  Britton.  $1500,000.  That  was  due  entirely  to  an  increase 
in  our  operating  expenses,  and  that  was  due  primarily  to  the  in- 
creased price  of  oil,  which  went  from  68  cents  a  barrel,  which  we 
\yere  paying  in  1916,  to  $1.35,  which  we  paid  in  1917,  and  it  was 
due  partly  to  an  increase  of  about  30  per  cent  in  labor.  The  in- 
crease in  the  cost  of  oil  and  in  the  pric  s  of  material  and  supplies 
necessary  for  operation  aiul  maintenance  vary  anywhere  from  20  to 
200  per  cent. 

The  Cii AIRMAN.  And  your  gross  earnings  increased 

Mr.  Britton  (interposing).  Over  $1,000,000,  and  we  used  every 
effort  to  increase  our  business,  in  the  hope  that  the  increased  amount 
of  business  might  offset  what  we  knew  to  be  an  approaching  increase 
in  expenses;  but  we  did  not  accomplish  that,  and  we  now  have  an 
application  before  the  Railroad  Commission  of  California  for  an 
increase  of  rates,  with  the  hope  that  that  increase  in  rates  would 
overcome  the  falling  off  in  our  revenue.  The  latter  was  affected 
so  nuicli  that  we  were  compelled  to  discontinue  the  dividend  on 
our  common  stock,  and  we  did  not  pay  oui*  last  quarterly  dividend 
l)ecause  we  were  not  able  to  earn  it. 

The  Chairman.  Your  taxes  are  being  paid  on  the  gross  receipts, 
and  so  your  taxes  increased? 

Mr.  Britton.  Yes;  our  taxes  increased  from  $973,000  in  1916  to 
$1,253,000  in  1917,  or  an  increase  of  $280,000.  Our  maintenance  cost 
increased  $821,000  and  our  operations  $1,171,000,  so  that  our  total 
increased  expenses  amounted  to  about  $2,000,000.  Our  bond  interest 
increased  $255,000,  due  to  extensions  and  improvements  on  our  prop- 
erty which  we  made  in  order  to  get  this  increased  gross  revenue. 

I  want  to  speak  about  the  possible  future  developments  in  hydro- 
electric power  in  California.  In  December,  1917,  the  fuel  adminis- 
trator for  California  called  the  representativoi?  of  the  public  utilities 
of  the  State  of  California  together  for  the  purpose  of  discussing  the 
conservation  of  oil  by  cutting  out  as  far  as  possible  the  nonessentials 
of  our  business. 

The  Railroad  Commission  of  California,  which  regulates  us  in 
every  way,  not  only  in  the  matter  of  rates,  charges  and  service,  but 
as  to  our  securities  and  as  to  our  improvements  and  extensions  of 
property  or  any  public  service,  took  up  the  matter  almost  simultane- 
ously with  the  Fuel  Administrator,  seeking  to  find  a  way  by  which 
the  hydroelectric  power  could  be  conserved  by  a  jointure  of  operat- 
ing interests  of  all  the  companies  in  the  State,  both  in  the  southern 
part  and  the  northern  part  of  the  State.  In  the  northern  part  of 
the  State  there  are  three  or  four  operating  companies,  the  Pacific 
Gas  &  Electric  Co.,  the  Great  Western  Power  Co.,  the  Sierra  &  San 
Francisco  Power  Co.,  and  the  Northern  California  Power  Co.  There 
is  also  a  small  company  called  the  Snow  Mountain  Co.,  which  is 
negligible,  because  we  buy  practically  all  of  the  energy  generated  by 
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the  Snow  Mountain  Co.  We  buy  practically  25  per  cent  of  the 
energy  generated  by  the  Great  Western  Co.  and  we  buy  more  than 
•50  }>er  cent  of  the  energ>'  generated  by  the  Northern  California 
Power  Co.,  and  we  are  also  tied  up  with  the  Sic»rra  &  San  Fran- 
cisco Co.,  so  that  we  buy  of  their  surplus  whenever  they  have  it 
for  sale. 

In  the  hearings  befoi*e  the  Kailroad  Commission  of  California, 
joined  in  by  the  Kuel  Administrator,  the  Shipping  Board,  and  every 
other  national  governmental  interest  in  that  part  of  the  United 
States,  these  facts  developed:  That  on  the  public  lands  of  California 
there  is  a  possibility  of  development  immediately  of  1,150,000  horse- 
power from  hydroelectric  plants.  It  developed  that  the  combined 
peak  load  of  all  the  companies  in  the  State  of  California  at  the 
present  time  was  approximately  800,000  horsepower;  that  is.  both 
the  northern  and  southern  part  of  California ;  that  the  average  load 
carried  by  those  companies  was  approximately  400,000  horsepower; 
that  the  toal  amount  of  steam  used,  on  the  average,  had  been  800,000 
horsepower;  that  if  the  hydroelectric  energy  was  substituted  for  the 
steam  being  used  in  California  it  would  result  in  an  annual  saving 
by  1920  of  6,000,000  barrels  of  oil  a  year,  or  approximately  one- 
half  of  the  loss  at  the  present  time  in  storage,  due  to  the  fact  that  the 
production  of  the  oil  is  dropping  behind  1,000,000  barrels  a  month 
over  the  demands,  and  that  would  probably  continue  for  some  time 
to  come. 

The  Chairman.  Is  the  demand  increasing? 

Mr.  Britton.  Yes,  sir:  the  demand  is  very  largely  increasing,  due 
to  industrial  use.  due  to  increased  transportation,  and  also  due  to  the 
falling  off  in  production.  The  production  in  1915  in  California  was, 
as  I  remember  it,  about  104,000,000  barrels,  and  last  year  the  pro- 
duction was  92,000,000  barrels.  The  wells  are  giving  out,  and  also 
the  withdrawal  of  oil  lands  by  the  Government  in  the  naval  reserve 
has  tended  to  reduce  the  output. 

Mr.  Taylor.  The  Bureau  of  Mines  has  reported  that  the  shortage 
of  oil  this  year  will  be  47,000,000  barrels  over  and  above  all  known 
sources  of  supply. 

Mr.  Britton.  Of  course  it  was  very  evident  that  the  patriotic 
duty  of  the  power  companies  in  the  West  would  be  to,  so  far  as  they 
could,  help  to  conserve  that  oil,  and  to  do  that  not  only  on  patriotic 
grounds  but  because  here  is  something  that  when  consumed  is  gone, 
as  against  water  falling  from  the  mountains  that  is  never  consumed 
and  is  never  gone.  It  is  an  eternal  fuel  that  can  not  be  exhausted ; 
and  that  the  power  companies  of  the  State  of  California  should  be 
compelled,  or  should,  of  their  own  volition,  use  up  that  which  is 
de>?tructil)lo  for  that  which  is  nondestructible  obviously  needs  no 
answer.  The  power  companies  then  determined  that  they  could, 
with  proper  legislation  and  under  proper  conditions  of  governmental 
control,  at  once  produce  1,150,000  horsepower  in  hydroelectric  energy. 

The  Chairman.  What  do  you  mean  when  you  say  "  at  once"? 

Mr.  BRrrroN.  When  I  say  "  at  once,"  I  do  not  mean  momentarily, 
but  in  course  of  time,  as  it  might  be  needed.  That  amount  of  power, 
tinder  the  present  growth  in  California  in  demands  for  power — and 
it  has  been  rather  a  straight  line  of  demand  for  some  years  past-^ 
about  10  per  cent  of  the  previous  year's  demands,  and  on  the  basis 
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of  800,000  horsepower  now  being  the  demand,  that  would  mean  aii 
increase  of  80,000  horsepower  for  next  year  and  about  88,000  for  the 
next  year,  so  that  1,150,000  horsepower  would  do  for  the  next  12 
years.    Most  of  it  can  be  developed  within  two  years. 

The  Pit  River  project  I  spoke  to  you  about  would  take  the 
longest  time  in  which  to  develop  because  of  the  7  miles  of  tunnel, 
and  that  tunnel  can  only  be  approached  from  two  adits.  There  are 
other  developments  in  California  requiring  tunnel  work,  where  the 
tunnels  can  be  approached  from  four  or  five  adits  in  some  cases,  to 
16  adits  in  other  cases  expediting  the  time  of  construction. 

The  Great  Western  Power  Co.  has  a  plant  located  on  the  big  bend 
of  the  Feather  River,  the  largest  individual  plant  in  California, 
having  a  capacity  at  the  present  time  of  60,000  kilowats,  or  80,000 
horsepower.  Just  back  of  it  there  is  a  lake  in  what  is  known  as 
the  big  meadows,  having  a  capacity  at  the  present  time  of  350,000 
acre-feet  of  water.  That  means  350,000  acres  1  foot  deep  in  water- 
That  amount  of  water,  with  the  fall  they  have  of  400  feet,  is  capable 
of  generating  that  amount  of  horsepower  for  about  eight  months  in 
the  year.  During  the  other  four  months  of  the  year  they  depend 
upon  the  flood  watere  of  the  stream  for  the  purpose  of  supplement- 
ing the  storage  waters.  By  using  that  reservoir  in  conjunction  with 
land  owned  by  the  Pacific  Gas  &  Electric  Co.,  we  owning  the  adjoin- 
ing land,  useful  in  the  development,  a  power  plant  could  be  built 
within  two  years  capable  of  producing  a  300,000  horsepower  output 
for  peak  periods  and  200,000  horsepower  continuously. 

We  have  agreed  between  ourselves  with  the  railroad  commission 
of  the  State  of  California  and  the  Fuel  Administrator,  that  we  will 
jointly  build  that  plant,  provided  it  can  be  financed.  The  Pacific 
(las  &  Electric  Co.  is  willing  to  waive  its  primary  position  with 
respect  to  the  })ower  proposition  a»ul  to  join  with  its  competitor  for 
the  benefit  of  the  Stnte  of  California,  it  we  can  be  financed.  It  is 
a  project  that  will  c(jst  upward  of  $30,000,000.  but  it  will  take  care 
of  the  situation  in  noi-thern  California  for  some  time  to  come.  In 
addition  there  are  the  following  possibilities  of  power  develop- 
ment: The  Sierra  &  S;in  Francisco  Co.  has  a  capacity  of  100,000 
horsepower,  the  Northern  California  Power  Co.  has  a  capacity  of 
25,000  hoi'sopower,  the  Western  States  Co.,  located  on  the  American 
Kiver,  has  a  rapacity  of  about  3(),(i00  horsepower,  and  the  California- 
Oregon  Co..  located  on  the  line  l)etvveen  California  and  Oregon,  has 
an  uitiinate  capacity  of  lOO.OOO  hor.-opower.  I^)s  Angeles,  with  the 
developments  that  art*  possible  on  the  Owens  Kiver  aqueduct,  has  a 
capacity  which  had  been  estimated  by  engineers  of  230,000 
horsepower,  and  the  San  Joaquin  Light  &  Power  Co.  has 
approximately  100,000  horsepower.  There  are  smaller  develop- 
ments that  would  probably  add  about  ir)0,000  horsepower  more, 
but  I  am  speaking  now  of  those  that  can  most  economically 
be  developed  at  the  present  time.  Every  one  of  these,  with  thi 
exception  of  the  Los  Angeles  aqueduct,  is  dependent  upon  the  proper 
kind  of  legislation.  And  I  can  say  to  you  gentlemen  that  under  the 
existing  rules  of  the  departments  none  of  these,  except  those  abso- 
lutely essential,  would  be  developed ;  none  of  these  larger  ones  could  be 
developed  because  they  could  not  be  finflnced  under  present  condi- 
tions. 
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Mr.  Kakeb.  What  do  you  mean  by  that? 

Mr.  Bhitton.  I  mean  we  could  not  borrow  the  money  under  such 
conditions  of  uncertainty  of  a  return  upon  the  investment  made. 

Mr.  Kaker.  For  what  reason;  what  is  the  prime  reason? 

Mr.  BmrroN.  The  prime  reason  is  that  the  licenses  granted  by  the 
department  are  revocable  at  the  will  of  the  department.  There  is  no 
definite  tenure  of  occupancy  of  Government  land;  there  is  no  cer- 
tainty, the  rules  and  regulations  bein^  such  that  they  can  prescribe 
that  the  work  shall  be  begun  at  a  certain  time  and  completed  at  a  cer- 
tain other  time,  and  failure  at  any  time  to  do  what  you  are  required 
to  do  under  the  permit  makes  you  subject  to  the  revocation  of  your 
right,  no  matter  what  you  have  spent  on  it,  and  it  is  an  uncertain 
proposition. 

Mr.  Taylor.  It  is  impracticable. 

Mr.  BRriTON.  It  is  impracticable  because  financiers  who  have  to  go 
out  to  the  public  to  borrow  money  have  to  present  to  their  clients,  to 
whom  they  sell  these  bonds,  their  assurance  that  the  investment  is  a 
safe  and  sure  one,  and  that  when  the  bonds  mature  they  are  going 
to  get  their  money,  and  that  in  the  meantime,  during  the  life  of  the 
bonds,  they  are  going  to  get  their  interest  on  those  bonds. 

Mr.  Raker,  ^ou  have  to  have  a  certainty  before  you  can  get  your 
money  ? 

Mr.  Brixton.  Absolutely. 

Mr.  Raker.  Have  you  run  up  against  any  of  these  permits  that 
have  been  revoked,  or  concerning  which  efforts  have  been  made  to 
revoke  them? 

Mr.  Brttton.  I  have  no  knowledge  of  that  sort  of  thing  in  recent 
years. 

Mr.  Taylor.  Secretary  of  the  Interior  Garfield  revoked  20  of  them 
overnight,  on  one  occasion. 

Mr.  BHrrroN.  I  have  no  personal  knowledge  of  it.  May  I  refer 
right  here  to  something  that  Mr.  Doremus  said  yesterday  that  appeals 
to  me.  He  asked  the  question  as  to  whether  or  not  it  would  be  con- 
sidered a  favorable  proposition  if  the  Government  would  issue  an 
indeterminate  franchise  or  license,  with  a  guaranteed  return.  That 
is  what  we  would  like  to  have  if  it  were  a  possible  thing,  because  to- 
day no  company  has  any  guarantee  of  a  return.  It  has  a  permissive 
right  to  have  a  reasonable  return  upon  its  investment. 

Mr.  Taylor.  That  would  be  a  subsidy  proposition  that  Congress 
would  not  agree  to  at  all. 

Mr.  Britton.  Probably  not. 

Mr.  Taylor.  And  therefore  it  would  be  an  impracticable  propo- 
sition. 

Mr.  Brttton.  We  are  allowed  by  the  Railroad  Commission  of  Cali- 
fornia a  return  of  8  per  cent  on  our  property.  But  our  statement  of 
earnings  shows  that,  doing  our  best  to  get  all  the  business  we  could, 
and  doing  it  as  economically  as  any  corporation  could  do  iU  we  did 
not  ©am  4  per  cent  upon  our  invested  property,  and  yet  we  have  the 
authority  of  the  railroad  commission  to  earn  as  much  as  8  per  cent. 
But  we  could  not  earn  it,  due  to  the  conditions.  So  when  the  Gov- 
ernment says  you  have  a  right  to  earn  a  reasonable  return,  it  does  not 
fuarantee  that.  If  you  make  a  profit,  the  Government  may  take  the 
nsineas  away  from  you  at  the  end  of  50  years,  and  the  Government 
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gets  the  advantage  of  those  profits.  But  if  you  do  not  make  any 
profit,  the  Government,  at  the  end  of  the  50-year  period,  may  say : 
That  is  not  a  very  good  proposition;  you  can  go  on  losing  money;  we 
do  not  want  it." 

The  Chairman.  During  the  period  of  the  war  it  would  be  practi- 
cably impossible  to  finance  any  kind  of  bonds  at  a  reasonable  rate 
of  interest,  would  it  not  ? 

Mr.  BRmoN.  On  the  demands  of  the  Government,  as  they  exist 
now,  I  should  think  it  might  be  a  rather  diflScult  thing. 

The  Chairman.  Would  not  the  cost  of  construction,  as  long  as 
the  war  lasts,  be  almost  prohibitive  for  anything  more  than  main- 
tenance? 

Mr.  Britton.  It  is  not  prohibitive  at  all,  in  my  judgment.  It 
merely  might  impose  a  little  additional  burden  upon  the  consumers 
of  the  commodity  that  is  turned  out.  In  ordinary  trade,  the  ordi- 
nary manufacturers  get  their  profits,  dependent  upon  the  increased 
price  of  materials,  and  the  Government  recognizes  that. 

The  Chairman.  But  it  would  affect  the  recapture  value  of  those 
projects,  would  it  not  ? 

Mr.  Britton.  That  is  true;  it  would  on  the  actual  cost  of  the 
property,  but  with  the  right  of  the  commission  to  fix  a  reasonable 
rate  of  return,  if  the  exigencies  of  the  country  demanded  that  these 
improvements  be  made,  it  seems  to  me  a  reasonable  proposition  that 
the  Government  could  fix  a  proper  return,  so  long  as  it  was  honestly 
administered,  and  the  construction  was  honestly  done. 

Mr.  Raker.  So  far  as  California  is  concerned,  we  have  got  to  have 
that  money,  either  to  get  more  for  the  development  of  the  oil  in- 
dustry, boring  more  wells,  or  put  it  into  the  hydroelectric  plants, 
such  as  you  have  named. 

Mr.  Briiton.  That  is  true;  and  you  can  not  stop  the  progress  and 
development  of  that  State,  or  of  any  other  State,  and  this  is  an 
example  of  that.  We  are  putting  in  to-day — and  we  are  doing  it 
with  the  approval  of  the  realroad  commission  and  the  Fuel  Adminis- 
trator— a  20,000-horsepower  steam  turbine  in  one  of  our  plants 
to  insure  the  delivery  of  energy  and  power  to  our  customers,  and 
that  is  for  this  reason:  We  have  had  in  California  the  most  phe- 
nomenal winter  that  we  have  ever  known.  There  is  no  record  which 
presents  a  similar  condition.  From  April,  1917,  until  February, 
1918,  no  rain,  of  any  consequence,  fell  in  north  central  California. 
Ordinarily,  in  September  we  have  an  early  rainfalL  and  in  Novem- 
ber the  snow  begins,  and  the  snows  on  the  Sierras  would  pile  up 
to  about  25  feet  in  height  back  of  our  reservoir  and  would  mefi 
and  freeze  and  give  us  a  snow  storage  for  the  coming  season.  Along 
about  the  1st  of  April  the  warm  weather  would  melt  the  snows 
and  the  reservoirs  would  fill  up  and  the  run  off  in  the  streams 
would  generate  the  power  that  the  power  plants  could  turn  out 
until  about  the  1st  of  July,  and  then  we  would  begin  to  draw  on 
the  storage  and  continue  to  generate  the  power  from  the  storage 
until  the  rains  began  to  fall  again  in  September.  This  year  the 
reservoirs  all  over  the  State  of  California  containing  water  fell  to 
such  a  low  point  that  even  the  supplies  to  the  cities  were  imperiled, 
and  in  the  chain  of  lakes,  I  spoke  of  this  morning,  holding  over 
40,000,000,000  gallons  of  water,  we  did  not  have  500,000,000  gallons 


WATER    POWER.  221 

on  the  1st  of  February,  1918.  The  power  plants  dependent  upon 
those  reservoii*s  were  practically  shut  down,  except  as  we  would 
fill  the  forebays  during  the  day  so  that  we  could  draw  upon  them  at 
night.  We  were  only  able  to  generate  20  per  cent  of  the  tot«il  energy 
because  of  the  lack  of  water. 

The  diflSculty  is  this,  that  while  since  February  we  have  had  rain 
in  some  quantity,  and  while  the  snow  nas  come  in  the  high  Sierras, 
there  has  been  no  snow  to  form  the  snow  storage  we  have  been  used 
to.  With  the  first  approach  of  the  spring  the  snow  will  melt  and  run 
off  all  at  once,  and  instead  of  drawing  on  the  storage  on  the  1st  day 
of  July  we  will  begin  to  draw  on  it  about  the  latter  part  of  April,  1 
think,  or  the  1st  ot  May.  That  storage  will  be  exhausted  about  the 
middle  of  August;  and  if  we  do  not  have  usual  seasonal  rains  in  the 
fall,  the  power  plants  of  north  central  California  will  not  be  able  to 
generate  power  sufficient  to  supply  the  demands,  and  steam  must  be 
used  to  supplement  the  hydroelectric  power.  With  the  knowledge  of 
that  condition  pending,  the  California  fuel  administrator,  although 
anxious  to  save  the  oil,  said  we  might  put  in  this  steam  turbine  be- 
cause the  Government  is  going  to  need  it,  and  we  must  supply  the 
power  for  the  shipyards  and  the  chemical  works  and  other  govern- 
mental industries,  and  we  must  provide  the  means  of  supplying  that 
power. 

The  Chairman.  That  is  quite  a  glooniv  story  to  tell  people  who 
are  contemplating  buying  bonds,  is  it  not  i 

Mr.  BRrrroN.  I  do  not  think  so. 

The  Chairman.  Because  no  legislation  can  prevent  the  cause  of 
your  present  trouble. 

Mr.  Taylor.  You  want  them  to  know  the  truth  ? 

Mr.  Britton.  Yes. 

Mr.  Raker.  That  is  the  first  time  such  a  condition  has  occurred  in 
45  years,  to  my  knowledge,  in  the  State  of  California. 

Mr.  Britton.  I  have  not  known  anything  like  it  to  occur.  I  do 
not  think  anything  like  it  has  occurred  for  at  least  50  years.  Here  is 
what  would  prevent  its  recurrence.  Awhile  ago  I  mentioned  the 
lake  that  has  a  storage  of  350,000  acre- feet.  By  raising  the  dam  it 
would  impound  over  1,000,000  acre- feet  of  water.  We  can  raise  the 
dams  of  a  great  many  of  our  storage  reservoirs,  and  we  could  here- 
after, with  the  proper  encouragement  of  hydroelectric  enterprises, 
provide  against  such  a  season  as  this  one  has  been.  The  season  in 
California  has  been  no  more  phenomenal  than  your  extreme  winter 
here  that  stopped  your  transportation  and  put  you  in  difficulties  as 
to  your  coal  supply. 

Mr.  Raker.  L.eaving  out  financial  considerations,  what  is  the 
reason  you  can  not  raise  the  dams  you  referred  to?  Is  there  any 
difficulty  preventing  you  from  raising  the  dams,  leaving  out  of  con- 
sideration the  question  of  finances? 

Mr.  Britton.  Of  course,  there  is  a  limitation  to  the  height  to 
which  the  dams  can  be  raised,  and  a  limitation  of  the  money  you 
could  afford  to  spend  for  the  shortage  of  the  water,  as  against  other 
kinds  of  power. 

Mr.  Raker.  Would  that  same  thing  apply  to  the  Great  Western 
Power  Co.  ? 

Mr.  Britton.  Yes. 
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Mr.  Raker.  Can  they  raise  theirs  20  feet?    They  cover  Grovcrik- 

ment  land? 

Mr.  Britton.  They  are  on  Government  land. 

I  have  only  remaining  the  presentation  to  you  of  my  suggestions 
as  to  amendments  to  the  bill.  The  question  was  raised  yesterday,  1 
think,  by  the  chairman  regarding  the  relation  of  the  price  per  horse- 
power per  annum  mentioned  in  the  bill  to  the  revenue  obtained  from 
the  energy  sold.  Mr.  Merrill  in  his  presentation — and  I  desire  to 
compliment  him  for  it — I  have  never  heard  a  more  broad,  general 
statement  made  of  the  conditions  affecting  this  subject  than  was 
made  by  Mr.  Merrill  in  his  opening  remarks — he  gave  the  rate  pei 
kilowatt  hour  earned  by  the  central  stations  in  the  United  States, 
classifying  them  into  the  New  England  States,  the  Atlantic  States, 
the  Central  States,  and  the  Pacific  States.  In  the  combination  of  all 
the  States  his  statement  shows  an  annual  revenue  of  1.86  cents  per 
kilowatt  hour  for  all  energy  sold.  Translated  into  horsepower,  on 
the  basis  of  the  average  use,  that  figures  out  about  $68.50  per  horse- 
power per  annum.  So  you  see,  the  figures  of  10  cents  per  horsepower 
per  annum  mentioned  in  the  bill  is  very  negli^ble. 

With  relation  to  the  average  rate  obtained,  it  is  interesting  to  note, 
while  the  average  in  the  United  States  was  1.86  cents  per  kilowatt 
hour,  or  1.37  cents  per  horsepower  hour,  that  in  the  Pacific  States 
the  revenue  obtained  from  the  central  stations  was  less  than  1  cent 
per  horsepower  hour,  indicating  that  in  the  Pacific  States  the  cost  to 
the  consumer,  on  the  average,  is  less  than  in  any  other  part  of  the 
United  States,  about  one-half  of  what  it  is,  as  shown  by  that  state- 
ment, in  the  New  England  States  and  a  little  less  than  wnat  it  was  in 
the  Atlantic  States. 

That  is  indicative  of  the  rule  that  has  prevailed  in  California  of 
selling  power  there  at  the  very  lowest  rate,  and  that  sale  of  power 
at  the  lowest  rate  has  resulted  to  the  detriment  of  a  good  many  of  the 
companies  there  that  have  had  difiiculties  in  paying  their  expenses, 
to  say  nothing  of  their  bond  interest. 

I  want  to  emphasize  the  remarks  that  Mr.  Hall  made  yesterday 
with  regard  to  the  two  amendments  he  submitted  to  you,  one  of  them 
being  in  reference  to  the  renewal  of  a  license  at  the  end  of  the  first 
term  of  50  years. 

I  think  it  must  be  apparent  to  you  that  a  project  of  the  kind  and 
character  of  projects  I  have  outlined  to  you  to-day  could  be  better 
financed  in  the  interest  of  the  public,  provoking  lower  rates  and 
better  terms  in  every  way  if  there  was  a  leasonable  certaintv  that, 
at  the  end  of  the  first  period  of  its  life,  if  the  United  States  did  not 
care  to  embark  in  the  enterprise  itself,  did  not  care  to  give  it  on 
advantageous  terms  to  a  municipal  or  State  Government,  or  to  any 
other  licensee,  that  if  it  determined  to  grant  it  to  tiie  original  licensee^ 
at  least  he  should  have  the  knowledge  that  he  could  have  that  re- 
possession of  his  property  for  a  sufficient  length  of  time  to  guar- 
antee him  in  the  refunding  of  obligations  that  he  incurred  in  his 
original  enterprise.  I  also  want  to  emphasize  what  Mr.  Hall  said 
in  another  matter  that  he  mentioned.  I  believe  that  the  obligation 
should  be  put  upon  the  original  licensee  to  say  to  the  United  Staters 
Government,  prior  to  the  expiration  of  his  license,  at  least,  thi-ee 
years,  probably  it  might  be  made  five  years,  that  he  would  elect  under 
the  conditions  that  they  might  impose,  to  take  over  the  license  for 
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a  new  term  at  the  expiration  of  the  original  license.  1  think  that 
might  well  be  done,  and  I  think  if  it  is  not  in  this  bill  it  should 
1)6  incorporated  in  it.  I  think,  too,  if  taken  over  by  the  original 
licensee,  there  should  be  a  provision  by  which  he  would  know  that  his 
investment  and  his  right  to  earn  a  fair  return  would  not  be  im- 
paired by  any  new  obligation  or  condition  existing  in  the  second. 

period. 

I  think  Mr.  Hall  made  that  perfectly  clear  to  you,  but  it  occurred 
to  me  it  would  not  do  any  harm  to  emphasize  it  from  my  point  of 
view  as  an  operator,  and  one  who  hopes  to  have  a  great  deal  to  do 
with  the  further  development  of  hydroelectric  power  in  his  State. 

The  first  amendment  I  desire  to  suggest,  Mr.  Chairman,  is  on 
page  16,  line  9.  Up  to  that  point  I  have  no  comment  or  criticism  to 
make  in  regard  to  the  provisions  of  the  bill. 

I  suggest  after  the  word  "  cents,"  in  line  9,  page  16,  to  strike  out 
the  subsequent  words  in  that  line  and  all  the  words  in  line  10,  in- 
clusive of  the  word  "license,"  and  insert  the  following:  "Nor  more 
than  50  cents  per  horsepower  year,  based  on  the  power  generated." 

My  reasons  for  that  are  that  I  believe  there  should  be  a  minimum 
and  a  maximum  charge  determined  in  the  license  when  first  granted, 
and  that  the  rate  should  be  based  not  upon  any  hypothetical  formula 
of  stream  flow  or  reservoir  capacity,  but  on  the  best  evidence  that  is 
possible  of  the  horsepower  hours  that  are  turned  out  by  the  plant 
under  all  conditions.  I  think  that  the  amendment  that  I  suggest 
would  practically  cover  that. 

The  Chairman.  You  want  the  words  "  ten  cents  "  stricken  out  ? 

Mr.  BRrrroN.  No,  sir.  My  proposed  amendment  is  this,  that  after 
the  word  "  cents,"  in  line  9,  page  16,  you  strike  out  the  subsequent 
words  in  that  line  and  all  the  words  in  line  10,  including  the  word 
"  licenses,"  and  insert  "  nor  more  than  50  cents  per  horsepower  year, 
based  on  the  power  generated." 

The  next  amendment  I  have  to  suggest  is  this :  At  the  end  of  sec- 
tion 10  insert  the  following : 

Provided,  That  whore  not  more  timn  five  per  centum  of  the  total  area  of  land 
required  In  connet»tion  with  any  project  heretofore  or  hereafter  constructed  Is 
land  of  the  IJulte<l  States,  the  coumiission  shall,  for  the  purpose  of  securing  the 
largest  and  most  economical  development  of  power  by  said  project,  authorize 
the  occupancy  of  the  necessary  tract  or  tracts  of  land  for  any  of  the  purposes 
herein  specified,  during  the  period  or  periods  for  which  licenses  are  authorized 
to  be  lsFue<l  hereunder,  upon  the  payment  annually  by  the  licensee  of  a  rental 
charge  for  said  land,  which  rental  shall  be  fixed  and  determined  by  the  com- 
mission. 

In  other  words,  in  the  case  of  a  minor  occupancy  of  Government 
land,  the  condition  as  to  the  recapture  of  the  whole  project  should  not 
£Overn,  nor  should  it  be  controlled  by  all  the  provisions  of  the  net. 
but  a  lease  of  that  minor  portion  of  land  should  be  granted  and  the. 
occupant  required  to  pay  a  reasonable  rental  for  the  land. 

I  also  propose  an  amendment  on  page  17,  at  the  end  of  section  10. 
reading  as  follows  : 

In  all  cases  In  which  the  area  of  the  land  occupied  by  a  project  on  nonnixi- 
gnble  waters  Is  in  part  only  land  of  the  XJnltetl  States  the  charge  for  suni  us  ^ 
shall  be  proportionate. 

I  understand  from  Mr.  Merrill,  in  discussing  this  matter  with  hinu 
thai  they  do  now  make  a  proportionate  charge:  but  there  is  not!iin<j: 
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in  the  bill  about  it,  and  I  would  rather  see  it  in  the  bill  than  merely 
in  the  rules  and  regulations. 

I  also  have  to  suggest  the  following  amendment:  On  page  19,  lines 
16  and  16,  strike  out  the  words  "  as  the  commission  may  direct,  and 
within  such  reasonable  time  as  may  be  specified  by  it  so."  That  sec- 
tion seeks  to  provide  that  the  commission  shall  have  jurisdiction  to 
determine  iust  when  each  of  the  several  parts  of  a  project  licensed 
shall  be  built.  I  rather  think  that  in  States  having  commissions,  such 
as  we  have  in  California,  that  regulate  all  these  things,  it  would  be 
better  not  to  have  in  the  bill  that  right  given  to  the  commission,  but 
leave  it  in  the  several  States,  so  I  would  suggest  that  the  words  be- 
ginning with  the  word  "  as "  in  line  15,  and  ending  with  the  word 
^  it "  in  line  16,  be  stricken  out,  so  that  it  would  read,  beginning  in 
line  13,  "  and  shall  from  time  to  time  thereafter  construct  such  por- 
tion of  the  balance  of  such  development  as  to  supply  adequately  the 
reasonable  market  demands  until  such  development  shall  have  been 
completed." 

I  think  it  would  be  up  to  the  regulatory  body  of  any  State  to  deter- 
mine that.  And,  aside  from  that,  I  think  common  sense  would  dic- 
tate to  the  operators  the  advantage  of  building  large  power  projects 
because  small  ones  are  no  longer  possible  or  economical ;  and  it  seems 
to  me  it  would  be  better  not  to  leave  that  to  the  commission,  with  no 
particular  intimate  knowledge  of  market  demands  and  requirements, 
especially  where  there  are  competitive  conditions,  such  as  we  have  in 
California,  but  to  allow  that  be  determined  by  those  on  the  ground. 

Then,  I  have  also  to  suggest  these  amendments:  On  page  21,  line  8, 
after  the  word  "  licensee  "  insert  the  words  "  in  accordance  with  the 
provisions  of  this  act,"  and  strike  out  the  words  "  with  the  approval 
of  the  commission,"  following.  Then,  on  page  28,  line  18,  after  the 
words  "upon  the"  I  would  suggest  striking  out  the  word  "joint"; 
iind  after  the  word  "  approval,"  I  would  suggest  strilring  out  the 
words  "  of  the  commission  and,"  because  I  am  a  little  bit  afraid  of 
a  conflict  there  as  between  State  bodies  having  absolute  control 
within  their  own  States  of  the  regulation  of  public  utilities  and  the 
commission  in  the  matter  of  jurisdiction.  I  do  not  think  the  section 
is  important,  and  I  merely  suggest,  on  my  own  part,  that  the  amend- 
ment be  considered  bj*^  your  committee. 

On  page  23,  line  11,  I  suggest,  after  the  word  "  thereto,"  striking 
out  the  word  "  such  ";  then,  on  lines  12  to  14,  after  the  word  "  prop- 
erty," I  suggest  striking  out  the  words  "  as  may  be  fixed  by  the  com- 
mission upon  the  basis  of  a  reasonable  profit  in  time  of  peace."  I 
think  that  is  important.  That  part  of  the  bill  provides  that  in  war 
times  the  President  of  the  United  States  may  take  possession  of  any 
plant  and  operate  it  for  the  benefit  of  the  Government.  It  provides 
"  in  the  event  that  the  United  States  shall  exercise  such  right,  it  shall 
pay  to  the  party  or  parties  entitled  thereto  such  just  and  fair  com- 
pensation for  the  use  of  such  property  as  may  be  fixed  by  the  com- 
mission upon  the  basis  of  a  reasonable  profit  in  time  of  peace." 

I  suggest  striking  out  the  word  "  such"  in  line  ll,ana  the  words  in 
lines  12  to  14,  "  as  may  be  fixed  by  the  commission  upon  the  basis  of 
a  reasonable  profit  in  time  of  peace."  I  suggest  that  for  this  reason : 
If  the  United  States  takes  possession  of  a  hydroelectric  plant  they 
immediately  divorce  from  that  plant  the  consumers'  business  con- 
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nected  therewith.  If  the  United  States  holds  that  plant  for  two  or 
three  years,  if  it  is  a  good  proposition,  it  can  not  return  by  a  reason- 
able profit  that  business  that  has  been  lost  or  given  to  competitors 
or  been  taken  care  of  by  the  additional  investment  of  the  company 
in  another  plant.  So  I  think  if  that  were  worded  so  as  to  provide 
that  just  and  fair  compensation  for  the  use  of  the  property  should 
be  paid,  that  would  take  care  of  the  situation.  I  can  conceive  of  a 
situation  where  there  might  be  a  project  involving  65,000  or  70,000 
horsepower,  or  even  the  Pit  River,  involving  180,0(W  horsepower,  and 
if  the  Government  needed  that  for  the  manufacture  of  nitrates  during 
the  period  of  the  war  and  should  take  possession  of  it,  not  only  would 
it  take  away  the  ability  of  the  company  to  serve  the  number  of  con- 
sumers and  the  business  represented  by  180,000  horsepower,  but  the 
company  niust,  of  necessity,  provide  some  means  to  supply  them, 
and  a  reasonable  profit  in  time  of  peace  would  not  compensate  for 
that.    I  submit  that  for  your  careful  consideration. 

Then  I  have  this  further  amendment  to  suggest.  On  page  29, 
lines  8  and  9, 1  suggest  that  you  strike  out  the  words  "  under  author- 
ity heretofore  lawfully  granted."  This  section  purports  to  provide 
that  permits  to  those  now  operating,  constructmg,  or  maintaining 
any  project  on  the  public  lands  may  be  granted  under  the  provisions 
of  this  act,  but  it  goes  on  to  say,  under  authority  heretofore  law- 
fully granted."  That  withholds  the  granting  of  any  license  to  any- 
one who  has  not  heretofore  had  the  authority  lawfully  granted, 
and  I  propose  to  strike  out  those  words  "  under  authority  heretofore 
lawfully  granted,"  so  that  anyone  who  has  acted  in  good  faith, 
who  may  have  accidentally  overflowed  the  lands  of  the  Govern- 
ment, or  who  may,  perhaps,  done  it  willfully  for  the  benefit  of  the 
public,  if  it  helps  the  development,  ought  to  be  forgiven,  so  that 
when  we  would  come  to  the  department  and  say^  "Gentlemen,  we 
have  overflowed  that  land,  and  now  we  would  like  to  take  out  a 
license  under  this  act "  they  could  grant  it,  although  under  the  strict 
wording  of  this  section  as  it  nows  reads  the  commission  would  be 
estopped  from  granting  that  right  to  an  applicant.  With  these  ex- 
ceptions, may  1  say  this,  that  after  a  study  of  water-power  legisla- 
tion, extending  over  many  years,  and  having  been  more  or  less  active 
before  Congress  in  all  of  these  matters,  the  bill  as  presented  to  you 
gentlemen,  with  such  minor  suggestions  or  changes  as  are  required 
to  encourage  development,  is  as  nearly  a  workable  bill  as  I  have  ever 
seen,  and  I  sincerely  hope  for  the  benefit  of  the  United  States  in 
general,  and  power  men  in  particular,  who  have  been  struggling  to 
produce  energy  at  the  lowest  possible  cost,  that  a  bill  substantially 
of  this  nature  be  adopted  by  this  Congress. 

I  do  not  know  of  any  more  patriotic  act  that  could  be  performed 
by  the  Congress  at  the  present  time  than  to  open  wide  the  door  that 
has  been  closed  so  long  and  permit  money  to  go  where  it  will  do 
the  most  good  to  the  communities  that  are  being  served,  because  it 
does  not  seem  to  be  a  crime  to  be  forever  using  up  the  energies  of  this 
country  when  so  much  of  them  can  be  conserved  by  the  utilization  of 
that  which  God  has  given  to  us  in  the  mountain  streams  and  in  the 
frozen  snows. 

For  California,  that  State  I  love  so  well,  I  plead  with  your  com- 
mittee here  to  do  your  utmost  to  get  together,  now  that  we  are  willing 
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to  try  it.    I  am  willing  to  try  out  the  problem  under  such  conditions 
as  these,  with  the  minor  modifications  that  have  been  suggested. 

I  am  looking  forward  to  a  long  acquaintance  with  the  Government 
in  water-power  development,  and  I  feel  sure  it  will  be  a  pleasant 
acquaintance.  So  far  as  this  measure  is  concerned  it  has  been  so. 
I  was  glad  to  hear  Mr.  Merrill  take  such  a  broad-gauge  view,  and  say 
that  it  has  been  because  of  imperfect  laws  that  there  has  not  be^n 
a  greater  water-power  development  in  these  United  States. 

Gentlemen,  I  thank  you  for  the  courteous  attention  you  have  shown 
in  listening  to  me. 

The  Chairman.  Mr.  Britton,  we  now  propose  to  ask  you  some 
questions.  Mr.  Anderson,  we  will  reverse  the  order  and  begin  with 
you. 

Mr.  Anderson.  I  have  no  questions  to  a.sk  now. 

The  Chairman.  Do  any  other  members  of  the  committee  desire  to 
ask  any  questions? 

Mr.  Escii.  I  have  just  a  few  questions.  Does  your  railroad  com- 
mission have  jurisdiction  of  investigating  storage  dams  used  in  con- 
nection with  water-power  development  from  the  viewpoint  of  safety? 

Mr.  Britton.  Yes,  sir;  they  claim  that  jurisdiction  and  passed  an 
order  some  time  ago  requiring  that  all  dams  erected  for  the  purpose 
of  storing  water  should  be  subject  to  the  approval  of  the  engineers 
of  the  commission. 

Mr.  EscH.  And  all  dams  built  since  the  granting  of  that  power 
have  complied  with  those  regulations? 

Mr.  Britton.  So  far  as  I  know ;  yes,  sir. 

Mr.  EscH.  But  it  is  not  retroactive? 

Mr.  Britton.  No,  sir;  it  is  not. 

Mr.  EscH,  And  many  of  these  reservoir  dams  were  constructed,  of 
eause,  before  that  legislation? 

Mr.  Britton.  A  large  percentage  of  them. 

Mr.  EscH.  Under  that  power  granted  to  your  State  commission  do 
the  requirements  for  safety  largely  increase  the  cost  of  such  dam 
construction  ? 

Mr,  Britton.  No,  sir. 

Mr.  EscH.  On  reservoir  construction  ? 

Mr.  Britton.  No,  sir;  not  so  far  as  they  have  exercised  it  up  to  the 
present  time.  They  have  made  no  conditions  that  would  make  it  more 
expensive  than  the  people  themselves  would  make  it  building  it  with- 
out those  requirements,  and  I  don't  think  anybody  wants  them  to 
take  the  chances  in  building  a  dam  with  any  damages  to  property  or 
loss  of  life. 

Mr.  EscH.  You  had  a  rather  disastrous  flood  just  east  of  San  Diego 
about  a  year  ago  ? 

Mr.  Britton.  Yes;  that  was  an  old  dam. 

Mr.  EscH.  Built  before  this  new  enactment? 

Mr.  Britton.  Yes,  sir;  built  many  years  ago. 

Mr.  EscH.  And  that  lej^slation  has  been  adopted  in  quite  a  num- 
ber of  States  since  the  frightful  disaster  at  Johnstown,  Pa.,  and  one 
or  two  other  cases,  and  it  was  a  question  in  my  mind  whether  those 
requirements  as  to  safety  added  any  perceptible  percentage  to  the 
cost  of  reservoir  construction. 

Mr.  Britton.  No,  sir. 
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Mr.  EscH.  So  it  would  not  make,  therefore,  any  added  financial 
burdens,  so  far  as  the  power  companies  are  concerned  ? 

Mr.  Brixton.  No,  sir;  it  would  not.  I  think  most  of  the  power 
companies  would  ^o  beyond  the  factor  of  safety  determined  by  the 
conrniission  for  their  own  protection. 

Mr.  EscH.  And  another  point  When  the  railroads  in  Alaska  are 
constructed  through  the  coal  fields,  and  that  project  is  fully  carried 
out,  will  it  have  any  appreciable  effect  in  furnishmg  California  with 
a  cheaper  coil  supply  ? 

Mr.  Britton.  1  do  not  believe  it  will  be  possible,  so  long  as  the  oil 
production  remains  practically  as  it  is — I  mean  under  normal  condi- 
tions. It  takes  about  three  barrels  of  oil  to  equal  a  ton  of  the  best 
steaming  bituminous  coal,  and  oil  could  advance  materially  in  price — 
1  think  oil  could  go  to  $3 ;  $2.50  or  even  $3  a  barrel — and  still  compete 
with  coal.  I  do  not  believe  coal  can  be  brought  in  in  any  quantity  to 
San  Francisco  Harbor  for  much  less  than  $8  or  $9  a  ton,  mined  and 
delivered. 

Mr.  EscH.  So  that  it  would  not  aid  you  materially  in  your  power 
development. 

Mr.  Britton.  No;  it  would  be  almost  impossible  to  use  coal  in 
power  development  now  in  California,  we  are  so  used  to  our  oil,  and 
it  would  require  so  many  changes  in  utilization. 

Mr.  EscH.  Are  you  familiar  with  the  provisions  of  bills  heretofore 

{>assed  with  reference  to  the  charge  made  for  the  use  of  Government 
and  in  power  projects? 
Mr.  BRrrroN.  Generally  speaking,  Mr.  Esch ;  yes,  sir. 
Mr.  Esch.  I  call  your  attention  to  the  part  of  section  8  of  the 
Ferris  bill  relating  to  that  subject  in  these  words,  and  ask  your 
opinion  with  reference  thereto,  as  compared  with  the  language  you 
offered  by  way  of  an  amendment.    Section  8  provided : 

For  the  occupancy  and  use  of  lands  und  other  property  of  the  United  States 
[ierniittd  under  this  act  ♦  ♦  ♦  wliich  charges  or  rentals  in  hU  cases  where 
the  power  Is  generated  and  developmed  in  whole  or  In  part  upon  lands  l>elonging 
to  the  ITnlted  States  may  he  measured  hy  the  power  so  developed  and  sold  or 
used  by  the  lessee  for  any  purpose  other  than  the  operation  of  the  plant  in 
developing  power. 

Would  that  be  an  mifair  basis  of  charge? 

Mr.  Brhton.  No;  there  is  no  fixed  amount  of  charge.  I  do  not 
see  the  relation  as  you  read  that. 

Mr.  Escii  (reading).  "  May  be  measured  by  the  power  so  developed 
and  sold  or  used  by  the  lessee  for  any  purpose  other  than  the  opera- 
tion of  the  plant  in  developing  power." 

Mr.  BRrrroN.  There  is  no  basis  in  that.  I  do  not  see  where  you 
arrive  at  anything,  any  basis  to  formulate  a  price  on.  I  object  to  the 
term  "sold"  there,  because  you  can  not  determine  what  is  really 
sold  out  of  the  power  plant.  The  only  basis  that  you  can  determine 
that  on  is  upon  the  measurement  of  the  energy  when  it  is  delivered 
from  the  generators  in  the  power  house  to  the  buss  bars,  as  we  call 
them,  on  the  switch  board,  where  the  measuring  devices  are.  After 
you  once  get  out  of  the  ^power  house  on  high  tension  lines  and  the 
current  is  dissipated  over  thousands  of  miles  of  lines,  it  is  pretty 
hard  to  recover  that  particular  kilowatt  or  horsepower  and  tag  it  as 
the  one  that  came  out  of  a  certain  power  house. 
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Mr.  EscH.  Possibly  you  might  make  a  like  objection  to  the  WaLsh 
bill,  using  this  language : 

That  for  the  occupancy  and  use  of  lands  and  other  propeity  of  the  United 
States  permitted  under  this  act,  ♦  ♦  ♦  which  charges  may,  in  the  discretioD 
of  the  Secretary,  be  measured  by  the  power  developed  and  sold  or  used  by 
the  lessee  for  any  purpose  other  than  the  operation  of  the  plant. 

It  is  quite  similar  to  the  provision  in  the  Ferris  bill.  Do  you  make 
the  same  objection  to  that? 

Mr.  Bmtton.  To  the  term  "sold"  in  that;  yes.  I  see  what  that 
leads  to,  both  of  them,  to  a  subsequent  section  that  would  fix  the 
basis  of  charge. 

Mr.  EscH.  Yes ;  it  has  relation  to  it.  Now,  the  Shields  bill  has  this 
provision : 

For  any  land  of  the  United  States  so  used  and  occupletl  ♦  •  ♦  based  upon 
its  value  as  may  be  fixed  by  the  Secretary  of  War;  and  in  ascertaining  the 
value  of  the  land  the  Secretary  of  War  shall  be  governed  by  the  rules  of  the 
law  in  force  in  the  State  or  Territory  in  which  it  is  situated,  applicable  to 
proceedings  wherein  private  proi>erty  is  sought  to  be  taken  for  a  public  use. 

What  would  you  think  of  that  standard  of  measurement  ? 

Mr.  Britton.  I  do  not  quite  follow  that.  Would  you  read  that 
again  ? 

Mr.  EscH.  Yes.  [Reading  section  of  Shields  bill  as  above.]  In 
other  words,  condemnation  proceedings. 

Mr.  Britton.  I  think  that  would  be  a  very  fair  method  of  deter- 
mining the  value  of  the  land  and  basing  rentals.  Yes,  sir;  that  would 
be  Quite  satisfactory. 

Mr.  EscH.  In  the  Adamson  bill,  which  passed  the  House,  we  have 
this  provision : 

For  any  of  such  land  (i.  e.  public  lands)  so  used»  the  grantee  shall  pay  to  the 
United  States  such  reasonable  charges  as  may  lie  fixed  by  the  Secretarj- 
of  War. 

Of  course,  in  the  Adamson  bill  we  only  dealt  with  navigable 
streams  over  which  the  Secretary  of  War  had  power,  and  we  left 
it  therefore  to  his  judgment  and  discretion. 

Mr.  Britton.  I  do  not  believe  it  should  be  left  to  any  officer  of  the 
Government.  I  think  the  terms  of  rental  should  be  expressed  in  the 
license  when  it  is  granted,  so  that  the  licensee  will  know  what  his  ob- 
ligation is  going  to  be.  Of  course,  that  might  be  done  by  the  Sec- 
retary at  the  time,  but  I  believe  the  bill  itself  should  state  the  founda- 
tion of  the  charge,  and  it  should  not  be  left  to  the  department  to 
determine  what  the  charge  should  be. 

Mr.  Escir.  As  I  recall  reading  your  amendment,  you  provided  that 
the  rental  should  be  determined  by  the  commission. 

Mr.  BRrrroN.  Yes;  not  less  than  10  or  more  than  50  cents,  and 
computed  upon  the  basis  of  power  generated.  That  was  my  amend- 
ment.    That  fixes  the  maximum  and  minimum. 

Mr.  EscH.  Now,  with  reference  to  the  provision  in  section  13,  and 
your  suggested  amendment — that  is,  where  the  Government  takes 
over  your  plant  and  restores  it  in  like  condition. 

Mr.  BRmoN.  That  is  section  16,  page  13. 

Mr.  EscH.  And  it  should  be  paid  the  amount  derived  in  time  of 
peace. 

Mr.  Britton.  Yes,  sir. 
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Mr.  EscH.  Well,  supposing  the  Government  did  take  it  over,  a» 
you  illustrated  it,  for  the  nitrate  plant;  in  all  probability  the  Govern- 
ment would  allow  you  a  pretty  fair  profit  which  might  be  in  excess 
of  the  amount  you  derived  from  operation  during  peace. 

Mr.  BRrrroN.  Oh,  yes;  I  will  grant  that. 

Mr.  Escii.  So,  that  that  would  be  somewhat  of  a  compensation  for 
the  loss  of  your  regular  clients. 

Mr.  Britton.  I  do  not  believe  they  ever  could  compensate  for  that 
loss.  You  build  up  a  business  based  upon  the  development  of  power; 
you  have  gone  out  and  invested  large  sums  of  money  in  distribution 
systems,  large  sums  of  money  in  getting  your  plant,  and  suddenly, 
overnight,  you  are  deprived  of  those  clients.  They  have  got  to  go 
on  with  their  business.  I  am  assuming  that  reasonable  notice  will 
be  given  by  the  Government  that  it  is  going  to  take  the  plant  over 
at  a  certain  time,  and  you  have  either  got  to  lose  those  people  en- 
tirely to  your  competitor,  who  will  take  them  up,  because  he  will  have 
spare  power,  he  has  not  been  deprived  of  his  business  by  the  Govern- 
ment, and  you  lose  those  clients.  You  have  lost  all  the  results  of  your 
work  through  a  series  of  years  building  up  your  business,  and  you 
have  no  way  of  getting  it  oack,  and  no  profit  of  any  kind  will  com- 
pensate for  that  loss  of  continuous  revenue  for  all  time  to  come.  If 
you  are  going  to  get  them  all  back,  if  the  Government  guarantees  to 
give  them  back  in  four  or  five  years  in  toto,  as  it  took  them  away 
from  you,  all  right.  But  the  Government  can  not  give  you  that 
guarantee,  and  in  the  meantime  they  have  dissipated  and  become  lost 
to  j'ou,  and  you  have  got  to  go  out  and  build  up  new  business  to 
compensate  for  that,  or  you  have  got  to  put  in  an  additional  invest- 
ment again  in  a  new  plant  to  keep  them  where  they  were ;  and  that 
is  why  I  want  to  have  the  law  fixed  that  just  and  fair  compensation 
will  be  given  for  the  use  of  the  property,  which  would  include  that 
dismemberment  of  our  business. 

Mr.  EscH.  That  is  all  the  questions  I  have. 

Mr.  Taylor.  Mr.  Britton,  I  think  it  would  aid  the  committee  very 
much  if  you  would  prepare  those  amendments  in  some  tangible  form 
and  have  them  printed  all  together  so  that  each  member  of  the  com- 
mittee can  have  one  of  them,  giving  the  page  and  the  place  it  goes  in. 
Otherwise,  they  will  go  into  the  printed  record  here  and  they  may 
be  printed  a  month  or  two  months  from  now,  and  we  will  not  have 
the  benefit  of  them  when  we  come  to  consider  the  bill. 

Mr.  Britton.  I  will  be  very  glad,  indeed,  to  do  that,  sir. 

(Note. — ^These  suggested  amendments  are  printed  at  the  end  of 
Mr.  Britton's  statement.) 

Mr.  Taylor.  Now,  I  want  to  ask  you  this  question,  Mr.  Britton. 
It  has  been  stated  on  the  floor  of  the  House  a  number  of  times  and 
it  has  been  used  as  a  kind  of  a  scare  bugaboo  to  prevent,  as  I  think, 
fair  and  proper  legislation,  needed  legislation  for  the  development 
of  water  power — the  statement  has  oeen  made,  whether  wise  or 
otherwise  1  do  not  know,  that  '20  companies  control  all  the  water 
power  of  the  country,  practically;  that  it  is  all  in  one  gigantic 
monopoly,  about  20  companies  interwoven  together.  Now,  will  you 
state  what  the  facts  are,  if  you  know,  concerning  that  matter, 
whether  or  not  that  is  true  and  whether  or  not  if  it  is  true  it  is 
necessary,  or  what  is  the  status  of  that  situation?     Because,  as  I 
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say,  that  ha3  been  held  up  as  a  horrible  thing  that  we  must  avoid 
here,  and  we  must  have  no  legislation  that  would  not  break  up 
that  monopoly,  and  nothing  that  would  play  into  their  hands. 
Now,  if  that  is  true  or  is  not  true  or  whatever  the  situation  is,  I 
would  like  to  have  you  elucidate  this  network  of  diagrams  of  com- 
panies that  is  before  the  committee  and  will  be  before  the  House 
and  tell  us  what  their  connections  are. 

Mr.  Britton.  I  can  only  speak  for  California,  sir.  I  do  not 
know  anything  about  the  relations  that  the  companies  in  the  East 
bear  to  each  other.  I  will  speak  first  of  the  Pacific  Gas  &  Electric 
Co.  I  said  to  you  or  outlined  to  you  this  morning  the  stock  own- 
ership, which  indicated  clearly  that  it  had  no  connection  so  far  as 
control  is  concerned  with  any  other  company.  I  can  sav  to  you, 
and  emphasize  what  I  said  this  morning,  that  it  is  a  California 
corporation,  owned  and  numaged  and  controlled  by  California  men 
and  by  nobody  else.  Every  member  of  this  directorate  is  a  Cali- 
fornia man.  At  one  time  Mr.  Samuel  Tnsull,  of  Chicago,  was  a  di- 
rector. He  never  attended  a  single  meeting  of  the  board  of  direc- 
tors, and  was  put  upon  the  board  because  he  happened  to  own  some 
stock  at  that  time,  which  now  he  does  not  own.  I  have  been  con- 
nected with  the  company  ever  since  its  organization,  and  I  can  state 
to  you  positively  that  it 

Mr.  Taylor  (interposing).  I  am  not  speaking  about  this  company 
especially,  but  the  general  water-power  situation. 

Mr.  Britton.  And  the  Great  Western  Power  Co.,  I  know,  is  not  con- 
nected in  California  with  any  other  company.  The  Northern  Califor- 
nia Power  Co.  is  owned  in  the  same  way.  The  Southern  California 
Edison  Co.  and  the  San  Joaquin  Light  &  Power  Co.  are  California 
corporations  and  are  not  connected  with  any  other  company  so  far  as 
T  know.  I  fancy  that  that  interlocking  directorate  was  brought  alx)Ut 
largely  by  the  fact  that  there  were  some  men,  like  in  our  case,  Mr. 
Insull,  who  was  also  the  manager  of  the  Connnonwealth  Edison  Co., 
and  others,  who  owned  stock  and  had  interests  in  the  companies, 
and  being  a  big  man  and  recognized  in  this  industry  as  a  man  of 
power  was  put  on  the  board  of  directors,  and  therefore  it  was  as- 
sumed that  hy  reason  of  that  fact  the  power  interests  of  the  coun- 
try were  controlled  by  a  few  men.  I  do  not  believe  it  is  so.  T  nnow 
it  "is  not  in  California,  and  I  can  not  answer  for  the  rest  of  the 
United  States. 

Mr.  Tavlor.  Well,  whatever  interlocking  directorates  there  may 
be,  does  that  have  or  will  it  have  a  tendency  to  impose  additional 
hardships  upon  the  consumer,  or  additional  obstacles  in  the  way 
of  further  development? 

Mr.  Britton.  Why,  clearly  not,  sir.  The  regulation  of  corponi- 
tions  throughout  the  Unite(t  States  now  by  public-service  commis- 
sions is  a  perfect  answer  to  that  accusation.  I  will  say  this,  that 
every  hydroelectric  company  ought  to  be  a  monopoly  in  its  district. 
It  ought  to  be  a  regulated  monopoly;  and  the  more  monopolies  of 
that  character  there  are,  the  better  prices  would  be  obtained  by  con- 
sumers eventually. 

Mr.  Tayt.or.  iJven  though  it  nuiy  be  true — which  I  do  not  have 
any  information  to  support — that  20  companies  or  any  other  special 
number  of  companies  are  predominant  in  this  water-power  field,  in 
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view  of  the  regulations  through  the  commissions,  it  would  not  affect 
either  development  or  the  price  to  the  consumer  or  the  service? 

Mr.  Britton.  Not  at  all ;  not  in  any  way.  If  one  man  owned  every 
power  company  in  California,  and  tie  lived  in  New  York,  he  could 
not  affect  the  situation. 

Mr.  Taylor.  So  that  ought  not  to  be  considered  as  any  reason  why 
there  should  be  drastic  regulations  put  upon  the  industry  that  would 
impede  development. 

ifr.  Briitox.  No,  sir. 

Mr.  Taylor.  You  spoke  about  the  lack  of  coal  in  California  mak- 
ing steam  power  excessively  high.  Is  not  your  condition  in  Califor- 
nia, by  comparison,  much  different  than  it  is  in  the  other  inter- 
moimtain  Western  States,  like  Montana  and  Wyoming  and  Utah 
and  Colorado,  where  they  have  an  abundance  of  coal  ? 

Mr.  Britton.  Oh,  yes.^ 

Mr.  Taylor.  Haven't  we  in  those  States  got  a  very  much  harder 
proposition  to  finance  and  develop  water  power  in  competition  with 
ijteam.  where  there  is  such  an  abundance  of  coal — probably  five  to 
seven  million  acres  of  coal  land  in  each  State? 

Mr.  Briit-on.  Undoubtedly  we  have.  And  that  reminds  me  of  a 
statement  made  by  the  Secretary  of  the  Interior — I  presume  I  will  be 
allowed  to  quote  it,  as  it  was  not  given  in  confidence.  He  was  talk- 
ing in  his  office  one  morning  about  a  plant  known  as  the  Windsor 
plant,  developed,  I  think,  on  the  Monongahela  River,  developing 
power  from  steam  by  the  use  of  coal,  with  abundance  of  water  for 
u.se  in  condensing,  where  they  were  able  to  and  were  turning  out 
energy  at  the  rate  of  2^  mills  per  kilowatt  hour.  I  said  to  him  then 
that  that  was  better  than  any  water  power  that  I  know  of,  except 
Niagara,  perhaps.  You  are  in  about  the  same  situation  in  Montana 
and  Colorado  and  the  other  States  where  coal  is  plentiful. 

Mr.  Taylor.  Those  States  have  absolutely  got  to  have  liberal  legis- 
lation concerning  water  power  if  there  is  to  be  any  water  power 
developed  in  those  intermountain  States  where  they  have  an  abun- 
dance of  coal. 

Mr.  Britton.  Yes.  sir.  And  in  California,  even  under  the  in- 
creasing price  of  oil,  or  the  present  price  of  oil,  we  need  liberal 
treatment,  because  with  the  efficiency  of  the  steam  turbine  the  mar- 
gin is  narrow  and  the  district  that  would  be  served  by  steam  plants 
is  so  near  and  so  large  a  percentage  of  the  total  demand.  There  is 
a  narrow  margin  there  that  could  very  easily  be  overcome  with  a 
little  more  efficiency  in  the  turbine  and  a  little  decline  in  the  price 
of  oil.     You  are  in  about  the  same  position,  I  think. 

Mr.  Taylor.  As  I  understand  it,  the  whole  policy  and  intention — 
the  entire  object  of  the  water-power  people  nowadays — is  to  join 
with  the  Government  in  some  practical  legislative  scheme  that  will 
oncourage  the  development  of  our  country  and  that  will  safeguard 
the  consumers  and  safeguard  the  public  and  the  Government. 

Mr.  Britton.  I  know  that  is  the  attitude,  sir,  of  all  the  power  com- 
panies, not  only  in  mv  own  State  but  everywhere,  because  I  have 
come  into  contact  witli  them,  and  they  feel  to-day,  I  am  sure — I 
know  I  am  speaking  for  my  own  State  and  some  of  the  men  I  have 
met  since  I  have  come  here — that  they  feel  that  now  is  the  time  when 
it  is  possible  teo  have  that  type  of  legislation  that  will  do  all  that 
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you  say;  and  T  believe  it  is  near  at  hand — nearer  than  it  has  ever 
been  before. 

Mr.  Taylor.  You  feel  now  that  we  are  nearer  to  that  kind  of  a 
workable  basis  than  we  have  ever  been  befoi*e  during  the  5  or  10 
years  we  have  been  discussing  and  agitating  this  subject? 

Mr.  Britton.  I  feel  that  wav;  yes.  I  feel  that  my  visit  to  Wash- 
ington this  time  is  worth  while;  that  I  can  see  the  attitude  of  the 
(lovernnient  to  that  effect ;  and  I  believe  that  out  of  this  is  going  to 

frow  a  bill  that  will  meet  with  the  approval  of  the  people  interested, 
t  will  not  be  all  that  we  want  and  that  I  think  we  ought  to  get;  but 
I  am  willing  to  go  more  than  halfway  with  the  Government  in  work- 
ing out  any  reasonable  law  and  see  whether  it  will  promote  proper 
development  of  our  water  powers  or  not. 

The  Chairman.  Mr.  Britton,  I  would  like  to  ask  you  a  few  ques- 
tions. I  do  not  i-emember  just  what  you  said  as  to  the  revenue  re- 
ceived from  a  hydroelectric  horsepower,  but  you  made  the  statement 
when  you  fii-st  commenced  of  $68, 1  believe. 

Mr. 'Britton.  Yes,  sir. 

The  Chairman.  That  is  gross  receipts  per  horsepower  per  annum? 

Mr.  BRrrroN.  Yes,  sir. 

The  Chairman.  And  what  is  the  average  number — is  that  calcu- 
lated on  all  the  horsepower  actually  used? 

Mr.  Britton.  That  is  calculated  in  that  case — ^I  presume  Mr.  Mer- 
rill knows  that  charge.  Is  that  the  input  to  the  central  station  or  the 
output  of  the  central  station? 

Mr.  Merrill.  I  think  that  is  the  output  pf  the  generating  stations 
off  the  switchboard. 

The  Chairman.  Your  company  receives  on  the  average  $68  per 
horsepower  per  annum  gross  receipts? 

Mr.  Britton.  Yes,  sir. 

The  Chairman.  What  percentage  do  they  pay  as  taxes  to  the  State 
of  California  on  that? 

Mr.  Britton.  5.6  per  cent.    That  is  outside  of  the  Federal  tax. 

The  Chairman.  How  much  is  that  per  horsepower  then? 

Mr.  Britton.  About  $3.50. 

Tlie  Chairman.  $3.50  per  horsepower  is  the  State  tax? 

Mr.  Britton.  Yes,  sir. 

The  Chairman.  What  do  you  pay  for  county  and  other  taxes? 

Mr.  Britton.  Not  any.  That  tax  which  we  pay  on  the  gross  reve- 
nue is  in  lieu  of  all  other  taxes  and  licenses  in  the  State. 

The  Chairman.  County  and  municipal? 

Mr.  Britton.  Yes,  sir. 

The  Chairman.  That  is  the  total  tax? 

Mr.  Brhton.  Yes,  sir. 

The  Chairman.  That  amounts  to  three  dollars  and  some  odd  cents 
per  horsepower  per  annum  ? 

Mr.  Britton.  Yes,  sir. 

The  Chairman.  Now,  then,  your  proposition  of  not  under  10  cents 
and  not  over  50  cents  per  horsepower  to  be  the  limit  in  these  licenses 
was  not  intended — in  other  words,  it  is  intended  to  cut  out  charges 
in  the  nature  of  a  revenue  charge?    Is  that  correct? 

Mr.  Britton.  Yes,  sir. 

The  Chairman.  Mr.  Merrill  said  a  minimum  of  10  cents,  or  no 
charge  that  would  exceed  the  actual  operating  expenses  of  a  super- 
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iiitenilent  looking  after  thesi*  matters.  1  want  to  nsk  you  if  your 
water-power  project — speaking  of  youre  personally — are  any  of  them 
on  navigable  streams? 

Mr.  Britton.  Xo,  sir;  we  have  no  power  on  na^  Igabh*  streams  in 
California. 

The  Chairman.  Then,  outside  of  the  public  lands,  what  jurisdic- 
tion would  we  have  over  you  ?    We  would  have  none,  would  we  ? 

Mr.  Britton.  Excepting  at  navigable  streams  which  might  some 
day  be  developed.  Of  course  that  would  be  the  last  thing,  on  ac- 
count of  the  low  water  flow. 

The  Chairman.  I  mean  so  far  as  your  own  properties  which  are 
now  operating  are  concerned.  So  of  the  two  places  you  spoke  of, 
the  public-land  Question  is  all  the  trouble  you  have. 

Mr.  Britton.  That  is  all,  and  what  we  may  in  the  future  develop. 

The  Chairman.  I  mean  so  far  as  present  development  goes. 

Mr.  Britton.  Yes,  sir. 

The  Chairman.  So  your  present  development  then  is  not  threat- 
ened by  any  bill  which  may  be  passed  or  may  not  be  passed? 

Mr.  Britton.  Except  as  I  have  heretofore  stated.  I  am  not  inter- 
ested, may  I  say,  in  the  (juestion  of  charge.  I  was  merely  trying  to 
put  in  a  clause  there  that  would  be  reasonably  applicable  from  the 
point  of  view  of  the  operating  man.     It  is  inmuiterial  to  me  as  a 

Eower  man  whether  the  Government  imposes  a  tax  on  us  or  not, 
ecause  any  tax  that  they  would  impose  for  administrative  purposes 
would  be  practically  negligible  to  any  power  company  when  divided 
among  its  consimiers;  but  as  a  matter  of  principle,  as  a  citizen,  I  am 
opposed  to  that  tax.  That  tax  must  be  passed  on  to  me  as  a  rate 
payer.  If  I  am  an  industrial  man,  it  is  passed  on  to  me  in  a  larger 
sense  industrially;  and  I  do  not  believe  that  for  the  use  of  a  suuxU 
portion  of  Government  land,  or  a  part  of  the  Government  land,  the 
Government  ought  to  tax  a  power  company  developing  that  land  for 
the  benefit  of  the  community,  any  more  than  it  would  tax  the  power 
of  the  man  off  of  the  public  domain,  either  hydroelectric  or  steam. 

The  Chairman.  Well,  it  seems  that  the  State  of  California,  which 
is  more  interested  in  your  development,  as  to  your  properties,  has  seen 
proper  to  levy  a  very  heavy  tax  on  them. 

Mr.  Britton.  That  is  for  all  of  our  rights  and  privileges  and  all 
franchises  for  doing  business  in  California,  occupying  public  streets, 
both  by  overhead  and  underground  wires,  and  gas  mams,  and  other 
structures.  It  is  for  the  general  occupancy  of  all  the  land  in  the 
State  of  California  in  the  way  of  highways. 

The  Chairman.  I  know,  but  it  all  has  to  be  paid  by  you. 

Mr.  Britfon.  Yes,  sir. 

The  Chairman.  By  your  customers? 

Mr.  Britton.  Yes,  sir. 

The  Chair3Ian.  Therefore,  the  heavy  tax  which  California  levies 
upon  your  property  is  levied  upon  the  consumer,  not  upon  the  com- 
panies? 

Mr.  Britton.  The  necessity  for  that  tax  in  local  legislation^  of 
course,  is  to  meet  the  expenses  of  the  Government.  I  do  not  believe 
that  it  is  necessary  for  the  National  Government  to  impose  that  tax 
for  the  use  of  a  small  portion  of  its  land  for  the  purpose  of  meeting 
it43  expenses. 
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The  Chairman.  You  treat  your  properties  as  public  utilities? 

Mr.  Britton.  Yes,  sir. 

The  Chairman.  And  they  are  so  treated  under  the  laws  of  Cali- 
fornia ? 

Mr.  Britton.  Yes,  sir. 

The  Chairman.  And  according  to  Mr.  Merrill's  ideas  the  public 
utility  should  not  be  taxed,  because  it  is  simply  taxing  the  consumer, 
those  that  are  dependent  upon  the  utility.  TJdey  are  simply  adding 
to  their  burden.    That  is  your  viewpoint? 

Mr.  Britton.  Yes,  sir. 

The  Chairman.  Now,  in  this  war  we  are  taxing  railroads  and  tax- 
ing every  passenger — I  mean  taxing  every  person  who  uses  that 
public  utility — for  war  purposes,  are  we  not? 

Mr.  Britton.  Yes,  sir. 

The  Chairman.  I  know  that  in  coming  from  San  Francisco  here 
myself  on  the  single  trip  I  had  to  pav  about  twenty  some  odd  dollars 
taxes,  while  if  I  had  bought  a  rouni-trip  ticket  earlier  I  would  not 
have  had  to  pay  anything.  So,  for  war  purposes,  the  taxing  of  a 
public  utility  is  not  abnormal. 

Mr.  Britton.  No;  I  grant  you  that,  sir.  I  do  not  know  that  public 
utilities  pay  any  too  much  tax. 

The  Chairman.  I  am  talking  to  you  more  about  this  Government  tax 
because  this  will  not  apply  to  you  anyway.  Your  properties  are  none 
of  them  on  navigable  streams  and  none  of  them  are  affected  by  the 
provisions  of  this  bill,  unless  it  pertains  to  some  future  development. 

Mr.  Britton.  Oh,  yes;  we  are  directly  affected  on  that  Lake 
Spalding  development. 

The  Chairman.  I  mean,  that  has  reference  only  to  the  public  land. 

Mr.  Britton.  Why,  that  is  all  on  the  public  land. 

The  Chairman.  Now,  then,  as  you  are  entirely  disinterested  and 
can  spejjk  from  the  standpoint  of  an  expert  and  are  not  warped  by 
private  interests,  I  want  to  ask  you  about  the  recapture  provision,  the 
practical  application  of  the  recapture  provisions  m  this  bill.  Know- 
mg  how  things  generally  j^o  in  legislation,  it  looks  to  me  very  much 
like  these  recapture  provisions  amount  to  a  perpetual  license;  that  is, 
they  will  operate  that  way,  and  I  want  to  ask  you,  as  an  expert  wit- 
ness and  a  disinterested  witness,  is  it  not  a  fact  that  the  improvement 
on  a  navigable  stream  for  purposes  of  navigation  only  will  not  bo 
sufficient  to  develop  the  water  power  that  ought  to  be  developed  and 
that  is  sii^^ceptible  of  development? 

Mr.  Britton.  Mr.  Chairman,  I  do  not  feel  qualified  to  answer  that, 
because  I  have  no  knowledge  at  all  or  intimacy  with  any  structures 
on  navigable  streams,  either  for  navigation  or  powder  purposes.  I  am 
entirely  ignorant  on  that  question. 

The  Chairman.  Let  us  take  the  proposed  development  that  Mr. 
Pierce  is  interested  in.  That  has  not  yet  been  made.  Now,  will  it 
not  take  a  greater  amount  of  expenditure  to  develop  that  property 
from  the  standpoint  of  its  best  water-power  possibilities  than  it  will 
for  mere  navigation  purposes? 

Mr.  Britton.  I  should  take  it  so,  but  I  should  think  it  would  not 
amount  to  very  much.  As  I  say,  I  am  not  familiar  with  the  cost  of 
dams  as  applied  to  power  purposes. 

The  Chairman.  I  am  in  favor  of  getting  greater  water-power  pos- 
sibilities out  of  all  of  them,  even  if  it  takes  more  money— and  I  think 
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it  will,  although  1  am  not  an  engineer — to  improve  the  navigation 
of  a  river  that  does  not  have  but  400  miles  now ;  but  it  seems  to  be  so 
situated,  like  your  own  property,  that  the  water  power  created  and 
the  water  arising  from  it  can  be  used  for  many  purposes,  not  only 
creating  hydroelectric  power,  but  for  irrigation  such  as  your  own. 
Now,  if  as  a  rule  when  you  improve  rivers — I  mean  navigable  rivers — 
and  in  improving  navigation  you  do  it  in  such  a  way  as  not  only  to 
provide  navigation  necessary,  but  to  develop  the  water-power  benefits 
that  grow  out  of  it — if  at  tne  end  of  50  years  a  company  has  devel- 
oped under  a  license  from  the  Government  a  large  numufacturing 
industry,  or  has  sold  water  power  from  which  large  manufacturing 
industries  are  developed — while  there  will  be  hundreds  of  water 
powers  developed,  industries  like  your  own,  not  upon  navigable 
streams,  that  will  bo  owned  by  private  corporations  and  individuals — 
do  you  think  it  will  be  practicable  at  the  end  of  a  50-year  period,  if 
the  licensee  should  say,  "  I  am  not  satisfied  with  the  conditions  you 
provide  for  a  new  license;  I  want  this  license  on  a  less  onerous  basis 
than  you  propose,  or  I  will  give  up  my  property  and  surrender  it,  and 
you  must  pay  me  under  the  provisions  of  the  bill  what  I  am  entitled 
to,"  even  as  pointed  out  by  Mr.  Merrill;  now,  would  there  not  be  a 
perfect  stonn  of  opposition  all  over  the  country  wherever  there  was 
water  power,  whetner  subject  to  the  proposed  law  or  not  subject  to  it, 
if  it  were  to  appear  that  the  Government  is  going  to  take  over  this 
water  power  and  possibly  become  a  direct  competitor  with  other  pro- 
ducers of  water  power  for  manufacturing  and  other  purposes,  and 
make  it  eventually  to  compete  with  all  private  manufacturing  con- 
cerns or  water-power  concerns  engaged  in  the  same  business,  by  be- 
coming substantially  or  practically  a  manufacturer  or  user  of  water 
power  itself? 

Mr.  Britton.  I  think  if  the  trend  of  present  affairs  continues  for  a 
period  of  50  years  it  will  be  no  shock  to  the  public  at  all  if  the  Gov- 
ernment did  take  over  and  operate  even  hydroelectric  plants. 

The  Chairman.  Well,  Mr.  Britton,  assuming  as  I  do  that  upon  the 
average  the  water-power  development  will  cost  a  great  deal  more 
than  what  would  have  been  necessary  for  the  purposes  of  navigation 
only,  Congress  would  have  to  immediately  make  an  appropriation  of  a 
sufficient  sum  of  money  to  take  over  this  plant. 

Mr.  Britton.  Precisely. 

The  Chairman.  Upon  investigation. 

Mr.  Britton.  It  will  have  to  be  a  going  concern. 

The  Chairman.  I  know.  Congress  will  have  to  appropriate  money 
directly  out  of  the  Treasury. 

Mr.  Britton.  Yes,  sir;  money  that  they  will  begin  immediately  to 
get  a  return  from. 

The  Chairman.  Now,  there  will  be  a  number  of  these — after  the 
period  begins  to  expire  there  will  be  a  number  of  them  every  year; 
that  is,  if  this  bill  passes,  so  many  in  1970,  so  many  in  1990 — at  the 
end  of  60  years  there  will  be  a  number  of  these  contracts  terminating 
every  year,  and  I  think  it  will  be  practically  impossible  to  have  an 
appropriation  bill  or  a  bill  passed  through  Congress  appropriating 
money  to  pay  for  these  plants  and  take  them  over  as  Government  en- 
terprises ;  and  therefore  I  think  these  licenses  will  all  practically  be- 
come perpetual.    I  do  not  mean  to  the  companies  to  which  they  are 
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issued,  but  I  think  the  requirement  of  the  appropriation  of  large  suuis 
of  money  will  make  it  practically  impossible  that  the  Government  can 
.take  them  over,  and  that  the  license  will  either  be  extended  or  renewed 
to  the  licensee  then  holding  it,  or  will  be  transferred  or  given  to  some 
other  licensee ;  and,  so  far  as  the  Government  is  concerned,  I  do  not 
believe  we  will  ever  reach  the  time  when  the  Government  itself  will 
take  over  and  operate  these  plants  and  appropriate  money  out  of  the 
Public  Treasury  with  which  to  pay  for  them. 

Mr.  Britton.  I  am  quite  in  agreement  with  you  on  that,  but  I 
think  that  at  that  time,  50  years  from  now,  we  will  find  that  the  Gov- 
ernment will  be  very  glad  to  take  it  over  for  the  purpose  of  turning 
it  over  to  a  municipality,  because  if  some  man  through  his  initiative, 
like  Mr.  Pierce,  builds  up  in  that  50  years  a  country  such  as  he  out- 
lined to  us  yesterday — ^builds  up  homes,  hamlets,  businesse,s  of  every 
kind,  makes  a  community  out  of  an  arid  desert — there  will  be  a 
municipal  government  there,  and  at  the  end  of  50  years  the  Govern- 
ment of  the  United  States  will  elect  to  give  that  to  the  municipality. 
If  it  don't,  it  can  permit  Mr.  Pierce  to  continue  it,  or  it  has  the  right 
to  give  it  to  somebody  else ;  and  it  is  not  called  upon  to  do  any  more 
in  the  way  of  charges  than  it  has  done  before,  provided  it  does  not 
impair  its  net  investment  or  impair  its  right  to  a  reasonable  return 
upon  the  investment.  The  Government  don't  have  to  take  it  over 
and  I  don't  believe  it  will,  but  I  do  believe  that  most  of  these  plants 
erected  under  these  licenses,  where  they  are  applicable  to  a  growing 
community,  will  be  taken  over  by  municipalities  and  operated  by 
them,  and  not  by  the  lessees. 

The  Chairman.  The  point  I  am  intending  to  present  is  this,  that 
the  investor  does  not  face  the  probability  of  Congress  or  the  Govern- 
ment taking  over  these  investments. 

Mr.  Britton.  No,  sir ;  J  don't  think  he  does. 

The  Chairman.  And  when  the  license  expires  it  will  be  continued 
or  will  be  given  to  some  one  else,  and  that  the  investor,  the  purchasers 
of  bonds,  will  really  run  no  risk  any  more  without  the  Government 
being  the  ultimate  purchaser  than  if  there  was  no  period  at  all  fixed 
in  the  bill.  In  other  words,  I  think  if  the  bill  should  not  exc-eed  50 
years  it  will  be  a  practical  guaranty  to  the  investors  that  there  is  not 
going  to  be  anything  done  oy  which  the  investment  will  be  impaired 
if  the  project  proves  to  be  desirable. 

Mr.  BRrrroN.  Of  course,  the  difficulty  of  the  whole  thing  is,  as  I 
stated  at  the  outset,  the  Government  is  not  guaranteeing  anything. 
It  permits  the  use  of  the  land  for  the  building  up  of  the  business,  but 
it  does  not  give  any  guaranty  to  the  man  that  he  is  going  to  make  a 
paying  business  out  of  it.  If  he  is  making  a  paying  business  out  of 
it  the  Government  will  undoubtedly  give  preference  at  the  end  of  the 
time,  if  he  is  making  a  good  profit  on  it,  to  a  municipality  or  some- 
body else  who  might  want  it  and  whom  the  Government  preferred ; 
but  the  original  man  is  going  to  get  nothing  out  of  it  as  a  maximum 
any  more  than  a  reasonable  return  that  will  be  allowed  him  by  the 
State  under  which  he  acts:  and  if  he  does  not  make  a  success  of  it,  he 
or  the  investors  that  have  had  confidence  in  him  will  pocket  the  loss. 
Now,  the  Government  is  relieved  from  any  responsibility.  It  is  only 
giving  its  land  or  giving  the  right  to  make  a  stream  navigable  and 
helping  to  build  up  and  develop  the  country.     That  is  all  it  is  doing. 
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And  it  is  putting  it  up  to  the  American  citizen,  as  it  always  has  done, 
to  be  the  pioneer,  to  go  in  and  develop  that  country,  and  he  does  it. 
He  takes  the  chances.  He  is  a  first-rate  gambler.  Sometimes  he 
makes  good;  sometimes  he  does  not;  but  the  Government  is  reserving 
the  right  in  this  bill,  Mr.  Chairman,  as  it  strikes  me,  that  if  he  does 
make  good  ultimately  it  has  the  right  then  to  do  as  it  pleases  with  him. 
If  he  does  not  make  good  it  also  has  the  right  to  let  him  alone  and  let 
him  go  on  in  his  misery  and  do  the  best  he  can. 

The  Chairman.  Well,  as  you  are  not  interested  directly  financially, 
your  company,  in  the  provisions  of  this  bill,  you  want  us  to  amend  the 
bill  so  as  to  apply  to  the  public-land  situation  ? 

Mr.  Britton.   i  es. 

The  Chairman.  Which  you  pointed  out,  but  so  far  as  its  applica- 
tion to  navigable  streams  is  concerned,  it  does  not  apply  to  you  at  all. 

Mr.  Britton.  No,  sir. 

The  Chairman.  And  it  seems  to  me  that  investors,  or  the  argument 
made  here  in  favor  of  investors  on  the  ^ound  that  they  would  not 
advance  money  because  they  think  possibly  they  would  not  get  it 
back,  and  the  other  argument  of  Mr.  Hall  that  with  the  gamble  they 
take  they  should  not  have  less  than  30  or  more  than  50  years — I  think 
that  this  bill,  or  the  Shields  bill,  or  any  bill  that  has  been  discussed 
here  is  practically  a  perpetual  permit;  that  is,  it  will  operate  that  way. 

Mr.  Britton.  1  do  not  think  that  was  understood.  At  least  I  did 
not  understand  it  that  way.  My  understanding  is  this:  If  the  license 
was  for  50  years  and  not  revocable  there  would  be  no  difficulty  in 
financing  it;  but  what  the  man  who  possesses  it  wants  to  know  is 
this,  that  if  he  does  not  get  repossession  of  the  property  at  the  end  of 
50  years  the  Government  will  not  take  it  away  from  him  and  give  it 
to  somebody  else ;  that  he  continues  on  in  the  new  term  of  license  for  a 
specific  period  of  time,  so  that  he  can  properly  finance  himself  for 
that,  and  not  an  indefinite  period  of  time  thereafter. 

The  Chairman.  But  if  the  Government  has  to  take  it  over  it  has 
got  to  pay  him  all  it  is  worth. 

Mr.  Britton.  Yes.  sir. 

The  Chairman.  Then  that  makes  his  bond  good. 

Mr.  Brhton.  Certainly;  there  is  no  objection  to  that  at  all.  The 
point  is  that  any  of  these  projects  can  be  financed  on  a  50-year  basis, 
and  they  are  perfectly  willing  to  accept  at  the  end  of  50  years,  if  the 
Government  does  not  want  to  give  it  to  them  again,  the  value  of  the 
property.  That  makes  the  bonds  goodj  but  if  they  have  any  thought 
or  hope  that  they  may  get  it  for  an  additional  term  after  the  50  years, 
they  want  to  know  the  definiteness  of  that  term,  so  that  they  can 
finance  themselves  in  the  refunding  of  their  original  obligations. 

The  Chairman.  I  take  it  the  investors  would  be  very  glad  indeed 
if  this  was  a  perpetual  license,  so  far  as  the  money  is  concerned. 
Now,  taking  what  is  called  the  Shields  bill,  which  has  passed  the 
Senate  twice  by  a  substantial  majority  and  is  now  pending  before 
this  committee— and  the  only  Senate  bill  that  is  before  us— take  the 
Senate  bill  as  it  is,  unamended,  and  take  this  proposed  bill  here, 
the  substitute  for  it,  the  committee  print  as  proposed  to  be  amended, 
as  pointed  out  by  Mr.  Merrill — take  the  two,  which  would  be  the  more 
attractive  to  capital,  to  paas  the  Shields  bill  unamended  or  to  pass 
this  one  unamended?     Which  would  be  the  most  attractive  to  capital  ? 
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Mr.  BiuiTON.  I  rather  think,  although  I  ilo  not  retain  the  Shield- 
bill  entirely  in  my  mind — I  rather  think  this  bill  unamended.  If  it 
is  a  question  of  either  unamended,  I  should  say  this  bill  unaniendeil 
would  be  the  more  attractive  bill. 

The  Chairman.  Between  the  two,  then,  you  think  this  bill  without 
the  amendments  you  have  mentioned,  and  Mr.  Ilall  and  the  others — 
take  it  just  as  it  is  printed — and  the  Shields  bill,  which  has  passed 
the  Senate  twice,  the  provisions  of  which  you  are  very  well  ac- 
quainted with,  because  the  last  time  it  passed  the  same  as  it  was 
before — ^you  think  that  as  between  the  two,  this  bill  presents  a  more 
attractive  proposition  to  investors  than  the  Shields  bdl? 

Mr.  Brition.  That  is  my  impression,  Mr.  Chairman.  I  would 
like  to  reserve  final  judgment  on  that  until  I  look  over  the  Shields 
bill  again,  but  that  is  my  present  judgment. 

The  Chairman.  Then  so  far  as  the  investor  is  concerned,  inas- 
nmch  as  they  expressed  themselves  as  being  satisfied  with  the  Shields 
bill — a  very  large  number  of  organizations  and  water-power  men  s<> 
expressed  themselves  heretofore — that  the  investor  is  well  taken  care 
of  in  both  propositions,  even  without  the  amendments  suggested  by 
you  or  Mr.  Hall  or  others,  and  are  even  better  provided  for  in  this 
bill  than  in  the  Shields  bill — the  Senate  bill.  So  T  do  not  think  the 
invevitor  needs  to  have  very  nmch  fear  about  which  bill  passes,  unless 
this  should  be  amended  in  such  a  way  that  would  make  it  more  rigor- 
ous and  more  difficult  to  invest  than  appears  in  the  printed  form 
given  out  and  discussed  by  Mr.  Merrill. 

Mr.  Raker.  Mr.  Chairman,  might  I  ask  Mr.  Britton  three  or  four 
questions  at  this  point? 

The  Chairman.  Certainly ;  there  is  no  limit  on  this. 

Mr.  Raker.  Mr.  Britton,  in  your  operations  in  the  West  you  found 
it  necessary  to  make  your  application  under  the  State  law  for  the 
purpose  of  appropriating  the  water  that  came  through  various  chan- 
nels as  well  as  that  which  you  desired  to  appropriate  as  flood  water; 
and  you  constructed  your  dams,  located  them  and  constructed  them 
where  you  would  get  the  most  power  from  the  amount  of  water  im- 
pounded ? 

Mr.  Britton.  Yes,  sir. 

Mr.  Raker.  Now,  the  use  of  the  water  for  irrigation,  in  addition 
to  the  use  for  the  energy  that  is  created  by  virtue  of  the  dam,  is  one 
of  the  incidental  and  important  elements  in  the  West,  is  it  not? 

Mr.  Britton.  Quite  so;  yes,  sir. 

Mr.  Raker.  Isn't  it  a  fact  that  in  the  San  Joaquin  Valley,  the  San 
Joaquin  River  and  its  various  tributaries,  as  well  as  the  Merced  and 
others,  likewise  in  the  upper  reaches  of  the  Sacramento  River,  there 
have  been  reports  by  the  engineers  of  the  department — and  there  is 

f;reat  activit}^  in  that  direction  now — that  the  water  is  more  valuable 
or  irrigation  than  for  navigation? 
Mr.  Britton.  Yes,  sir;  that  is  quite  true. 

Mr.  Raker.  Now,  should  not  this  bill,  in  addition  to  providing 
for  water  power  and  navigation,  leave  no  doubt  that  in  all  the  con- 
struction work  relative  to  the  location  of  the  dam,  the  use  of  the 
public  land,  it  should  also  provide — not  burdensome,  of  course, 
beyond  the  amount  that  will  be  returned  upon  the  money  invested 
for  water  use  alone — provide  in  this  bill  a  method  by  which  the  entire 
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Utilization  of  the  water  might  be  had,  not  only  for  water  power  but 
for  the  prevention  of  flood  and  for  irrigation? 

Mr.  BRirroN.  I  see  no  objection  to  that  at  all.     In  fact,  it  is  being 
done. 
•    Mr.  Baker.  As  we  are  situated  in  the  West 

Mr.  Hamilton  (interposing).  He  was  going  to  ask  something.  He 
said,  "  being  done."  He  did  not  finish  liis  sentence.  I  would  like 
to  hear  that. 

Mr.  Britton.  There  is  no  water  that  now  flows  from  any  power 
plant  that  I  am  familiar  with  in  California  that  is  not  being  put  to 
use  for  irrigation  to  a  very  large  extent.  There  may  be  some  little 
water  going  by,  but  not  very  much. 

Mr.  Raker.  In  other  words,  there  are  places  in  which  they  use 
practically  all  of  the  undeveloped  water  as  well  as  that  already  devel- 
oped in  the  State  for  irrigation  ? 

Mr.  Britton.  Yes,  sir. ' 

Mr.  Eaker.  And  verj  profitably  ? 

Mr.  Britton.  Yes,  sir. 

Mr.  Baker.  And  it  ought  to  be  thus  conserved? 

Mr.  Britton.  Yes,  sir. 

Mr.  Baker.  Now,  where  it  is  not  too  burdensome  there  should  be 
an  arrangement  with  reference  to  the  scheme  of  the  plant  that  the 
water  after  it  leaves  the  wheel  should  be  so  discharged  that  the 
highest  use  could  be  made  of  it. 

Mr.  Britton.  I  do  not  believe  that  is  feasible,  Judge. 

Mr.  Raker.  I  want  to  call  your  attention  now  to  the  fact,  for 
instance,  that  40  feet  in  the  northern  part  of  the  State — the  raise  of 
that  water  would  irrigate  probably  3,000,000  acres  of  land. 

Mr.  Britton.  Yes,  sir. 

Mr.  Raker.  Now,  if  the  man  who  constructs  the  project  under  the 
plan — if  it  can  be  so  arranged  that  there  is  no  extra  Durden  above  the 
amount  of  return,  ought  not  the  discharge  of  the  water  from  the 
wheel  be  so  arranged  that  its  full  utilization  can  be  had  for  irriga- 
tion in  addition  to  water  power? 

Mr.  Britton.  I  can  not  deny  that,  if  you  do  not  interfere  with  the 
already  existing  uses  of  the  water  for  irrigation  coming  from  power 
plants,  which  any  proposition  such  as  you  now  advance  might  mili- 
tate against.  • 

Mr.  Raker.  I  want  to  assume  in  the  question,  Mr.  Britton,  that 
you  are  not  going  to  interfere  with  any  existing  rights ;  that  you  are 
not  going  to  interfere  with  any  rights  that  are  already  existing,  but 
there  are  many  million  feet  of  water  running  to  waste  each  year,  not 
being  utilized,  for  the  want  of  being  raised  about  40  feet  above 
grade,  where  it  could  be  used  to  irrigate  on  both  sides  of  the  valley 
in  the  neighborhood  of  3,000,000  acres  of  land. 

Mr.  Britton.  I  see  no  objection  to  some  provision  in  the  bill  for 
the  higher  use  of  the  water  for  irrigation  purposes  in  that  way. 

Mr.  Raker.  Then,  the  point  in  my  mind  is  that  there  should  be  no 
doubt  left  in  the  legislation  that  these  two  uses  should  thus  be  made 
of  the  water  where  it  can  be  economically  done  and  to  good  ad- 
vantage. 

Mr.  Britton.  I  see  no  objection  to  it  at  all  from  our  Calif<'i*niji 
outlook. 
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Mr.  Baker.  And  if  a  plant  could  be  so  constructed — a  dam  so  con- 
structed— that  you  could  get  the  full  amount  for  power  purposes, 
and  it  could  be  raised  20  feet  more  at  a  reasonable  cost,  whereby  you 
could  supply  many  acre-feet  of  water,  the  plant  ought  to  be  so  ar- 
ranged tnat  you  could  get  the  full  flood  flow  and  hold  back  all  the 
water  for  irrigation  as  well  as  power  purposes. 

Mr.  BRrrroN.  Yes,  sir;  that  goes  without  saying. 

Mr.  Raker.  Now,  I  call  your  attention  to  what  you  said  on  pages 
14  and  15,  in  subdivision  A ': 

That  the  project  adopted,  includiug  the  maps,  plans,  and  specifications,  shaH 
be  such  as  in  the  Judgment  of  the  commission  will  be  best  adapted  to  the  com 
prehenslve  scheme  of  improvement  and  utilization  for  the  purposes  of  naviga- 
tion and  water-power  development. 

Now,  right  there  I  want  to  suggest  if  it  would  not  be  advisable, 
after  having  specified  navigation  and  water-power  development,  to 
make  it  primally  important  that  the  word  "  irrigation  "  should  also 
be  included  and  then,  incidentally,  all  other  beneficial  public  uses. 

Mr.  Britton.  If  that  phrase  "other  beneficial  uses"  would  not 
cover  irrigation.    I  rather  think  it  would. 

Mr.  Raker.  But  what  I  am  getting  at  now,  you  have  gotten  naviga- 
tion as  one  of  the  primal  things.  \  ou  designate  water  power  as  one 
of  the  primal  things.  Now,  my  point  is  that  irrigation  is  as  important 
as  the  water  power  or  navigation,  and  by  specifying  the  two  you  leave 
some  doubt  as  to  irrigation;  but  if  you  put  irrigation  in  you  are  then 
working  with  the  three  always  in  view,  and  if  you  get  it  in,  the  inci- 
dental use  of  it,  you  are  all  right. 

Mr.  BRrrroN.  Speaking  of  California  alone,  with  which  condition 
1  am  very  familiar — I  know  nothing  of  any  other  State's  condition — 
speakiiig  of  California  alone,  I  think  it  a  very  good  thing  to  put  that 
word  in  the  bill. 

Mr.  Eaker.  That  is  all  I  care  to  ask. 

Mr.  Lever.  Just  one  question,  following  out  Judge  Raker's  line  of 
questioning.  It  would  be  quite  possible,  1  take  it.  that  the  off-run  of 
these  pQwers,  the  water,  might  affect  lands  in  the  way  of  drainage. 
Don't  you  think  so?  The  overflow  might  overflow  lands  below  the 
dam,  inundating  quite  large  areas,  and  if  you  propose  to  make  irriga- 
tion a  primal  proposition  of  the  bill  it  woiTld  be  very  well  to  make 
drainage  a  primal  proposition  as  well. 

Mr.  BRirroN.  We  have  no  condition  in  California  that  would  be 
affected  in  that  way. 

Mr.  Lever.  Well,  I  can  conceive  of  conditions  in  the  East  whei-e  it 
might  be. 

Mr.  Britiox.  I  am  not  familiar  with  the  eastern  conditions.  I  am 
speaking  now  of  California  alone,  that  there  would  be  no  objection 
to  making  irrigation  a  primal  condition  or  consideration.  As  to 
anything  else  I  am  unable  to  answer. 

Mr.  Lever.  My  thought  was  that  the  language  of  the  bill  thoroughly 
covered  it  and  JTudge  Raker's  proposition.  By  stringing  out  the 
primal  things  you  may  get  yourself  into  difficulty. 

Mr.  BRrrroN.  It  strikes  me  that  that  phrase  "  other  beneficial  uses  " 
covers  all  of  it. 
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Mr.  £scH.  There  is  another  part  of  the  bill  that  covers  the  same 
purpose.    It  is  on  page  13,  section  7 : 

And  as  between  other  applicants,  the  commission  may  likewise  give  preference 
to  the  applicant  the  plans  of  which  It  finds  and  determines  are  best  adapted  to 
develop,  conserve,  and  utilize  in  the  public  Interests  the  navigation  and  water 
resources  of  the  region. 

That  is  pretty  broad  language. 

Mr.  Britton.  Yes;  it  is,  Mr.  Esch. 

Mr.  Tayix)r.  Mr.  Britton,  about  that  property  tax,  was  that  a 
propertv  tax  or  a  franchise  tax,  or  was  it  in  lieu  of  all  taxes? 

Mr.  Britton.  It  was  in  lieu  of  all  taxes  and  licenses  of  every  kind 
and  description,  whether  municipal,  district,  county,  or  any  other. 

Mr.  TAYiiOR.  That  inchides  the  whole  thing? 

Mr.  BRrrroN.  Yes,  sir;  everything.  It  was  even  contested  on  the 
question  of  whether  they  had  a  ri^ht  to  tax  our  automobiles,  and  the 
supreme  court  of  the  State  decided  that  they  could  not. 

Mr.  Tayi/)r.  When  you  create  this  tax  that  is  mentioned  here — ^the 
question  brought  out  by  the  chairman — ^that  covers  everything;  it 
<!Overs  every  possible  tax  that  can  be  levied  ? 

Mr.  BRrrroN.  That  is  in  lieu  of  all. 

The  Chairman.  We  are  much  obliged  to  you,  Mr.  Britton,  for  your 
very  illuminating  statement. 

Amendments  suggested  by  Mr.  John  A,  Britton,  of  California,  to  proposed  House 

substitute  for  Senate  btil  1419. 

I. 

Amend  paragraph  (d)  of  section  10  as  follows: 

Page  16,  line  9,  after  the  word  **  cents,"  strike  out  the  words  "  per  horsepower 
per  annum  "  and  Insert :  **  not  more  than  50  cents  per  horsepower  year,  based  on 
the  power  generated." 

Page  17,  line  8,  at  the  end  of  paragraph  (d),  section  10,  insert  the  following: 
*'  In  all  cases  In  which  the  area  of  the  land  occupied  by  a  project  on  nonnavl- 
gable  waters  Is  in  part  only  land  of  the  United  States,  the  charge  for  such 
use  shall  be  proportionate:  Provided,  hotoever.  That  where  not  more  than  five 
per  centum  of  the  total  area  of  land  required  in  connection  with  any  project 
heretofore  or  hereafter  constructed  is  land  of  the  United  States,  the  commis- 
sion shall,  for  the  purpose  of  securing  the  largest  and  most  economical  develop- . 
ment  of  power  by  said  project,  authorize  the  occupancy  of  the  necessary  tract 
or  tracts  of  land  for  any  of  the  purposes  herein  specified,  during  the  period  or 
periods  for  which  licenses  are  authorized  to  be  issued  hereunder,  upon  the 
payment  annually  by  the  licensee  of  a  rental  charge  for  said  land,  which  rental 
shall  be  fixed  and  determined  by  the  commission." 

As  amended  said  paragraph  would  read  as  followH: 

"(d)  That  the  licensee  shall  pay  to  the  United  States  reasonable  annual 
charges  in  an  amount  to  be  fixed  by  the  commission.  A  schedule  of  annual 
rates  of  charge,  which  rates  shall  in  no  case  be  less  than  10  cents  nor  more 
than  50  cents  per  horsepower  year,  based  on  tlie  power  generated,  shall  be  set 
forth  in  each  license.  Such  schedule  of  rates  shall  be  fixed  by  the  commission 
under  general  methods  to  be  prescribed  in  the  regulations ;.  and  in  fixing  such 
schedule  the  commission  shall  give  due  consideration  to  any  benefits  accruing 
to  the  licensee  through  the  construction,  operation,  or  maintenance  by  the 
United  States  of  any  navigation  structures  or  headwater  Improvements,  and 
shall  also  give  due  consideration  to  and  due  credit  for  the  annual  interest, 
maintenance,  and  operation  costs  to  the  licensee  on  account  of  any  lock  or 
locks  or  other  aids  to  navigation  constructed,  maintained,  or  operated  at  the 
expense  of  the  licensee:  Provided,  That  licenses  for  the  development,  trans- 
mission, or  distribution  of  power  by  States  or  municipalities  solely  for  State 
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or  municipal  purix)se8  may  be  issued  without  charge;  and  that  licenses  for  the 
development,  transmission,  or  distribution  of  power  for  the  utilization  by  the 
licensee  of  national  forest  timber  to  the  extent  that  i)ower  developadr  under 
license  Is  so  used,  and  for  domestic,  mining,  or  irrigation  use  in  projects  of 
not  more  than  fifty  horsepower  capacity  may  be  Issued  without  charge;  but 
in  no  case  shall  a  license  be  Issued  free  of  charge  for  the  development  and 
utilization  of  power  created  by  dams  or  other  works  constructed  and  owned 
by  the  United  States  for  the  improvement  of  navigation.  In  all  cases  in  which 
the  area  of  the  land  occupied  by  a  project  on  nonnavigable  waters  is  4n  part 
only  land  of  the  United  States,  the  charge  for  such  use  shall  be  proportionate : 
Provided,  however.  That  where  not  more  than  five  per  centum  of  the  total 
area  of  land  required  in  connection  with  any  project  heretofore  or  hereafter 
constructed  is  land  of  the  United  States  the  commission  shall «  for  the  purpose 
of  securing  the  largest  f<nd  most  economical  development  of  power  by  said 
project,  authorize  the  occupancy  of  the  necessary  tract  or  tracts  of  land  for 
any  of  the  purposes  herein  specified  during  the  period  or  periods  for  which 
licenses  are  authorized  to  be  issued  hereunder,  upon  the  payment  anntMlly 
by  the  licensee  of  a  rental  charge  fbr  said  land,  which  rental  shall  be  teed 
luid  determined  by  the  commiaslon." 

II. 

Amend  section  13  as  follows: 

Page  19,  lines  15  and  16,  strike  out  the  words  "  as  the  eommlHsiou  may  direct,, 
and  within  such  reasonable  time  as  may  be  8i)ecifled  by  it  so." 

As  amended  said  section  should  read  ns  follows : 

*•  Sec.  13.  That  the  licensee  shall  conmienoe  tlie  construction  of  the  project 
works  within  the  time  fixed  in  the  license,  shall  thereafter  in  good  ftiith  and 
with  due  diligence  prosecute  such  construction,  and  shall  within  the  time  fixed 
la  the  license  complete  and  put  into  operation  sueh  part  of  the  ultimate  develop- 
ment as  the  commission  shall  deem  necessary  to  supply  the  reasonable  needs 
of  the  then  available  market,  and  shall  from  time  to  time  thereafter  construct 
such  portion  of  the  balance  of  such  development  as  to  supply  adequately  the 
reasonable  market  demands  until  such  development  shall  have  been  completed. 
The  periods  for  the  commencement  and  completion  of  construction  may  be 
extended  by  the  commission  when  not  incompatible  with  the  public  interests. 
In  case  the  licensee  shall  not  commence  actual  construction  of  the  project 
works,  or  of  any  specified  part  thereof,  within  the  time  prescribed  In  the 
license,  or  as  extended  by  the  commission,  then,  after  due  notice  glveu,  the 
license  shall,  as  to  such  project  works  or  part  thereof,  be  terminated  upon 
written  order  of  the  commission.  In  case  the  construction  of  the  project  works, 
or  of  any  specified  part  thereof,  have  been  begun  but  not  completed  within  the 
time  prescribed  In  the  license,  or  as  extended  by  the  commission,  then  the 
Attorney  General,  upon  the  request  of  the  commission,  shall  institute  proceed^ 
Ings  in  equity  In  the  district  court  of  the  United  States  for  the  district  in  which 
any  part  of  the  project  Is  situated,  for  the  revocation  of  said  license,  the  sale 
of  the  works  constructed,  and  such  other  equitable  relief  ns  the  case  may 
demand,  as  provided  for  in  section  twenty-six  hereof.' 
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Amend  section  14  as  follows: 

Page  21,  line  8,  after  the  word  "  license,"  insert  the  words  *'  in  accordance- 
with  the  provisions  of  this  act " ;  lines  8  and  9,  strike  out  the  words,  **  with  tlie 
approval  of  the  commission."  •  .  • 

As  amended  said  section  would  read  as  follows: 

**  Sec.  14.  That  upon  not  less  than  two  years'  notice  in  writing  from  the  com- 
mission the  United  States  shall  have  the  right,  upon  or  after  the  expiration  ef 
the  original  license  or  of  any  license  subsequently  issued,  to  take  over  and  there» 
after  to  maintain  and  operate  any  project  or  projects,  as  defined  in  section  three 
hereof,  and  covered  in  whole  or  in  part  by  the  license,  or  the  right  to  take  over 
xipon  mutual  agreement  with  the  licensee  all  property  owned  and  held  by  the 
licensee  then  valuable  and  serviceable  in  the  development,  transmission,  or  dis- 
tribution of  power  and  which  Is  then  dependent  for  its  usefulness  upon  the  oOii- 
finuance  of  the  license,  together  with  any  lock  or  locks  or  other  aids  to  Dttviga- 
^ion  constructed  at  the  expense  of  the  licensee,  npon  the  condttion>  that'Mfore- 
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taking  possession  it  shall  pay  the  net  Investment  of  the  Ucem^ee  in  the  project 
or  projects  taken,  plus  snch  reasonable  damages,  if  any,  to  property  of  the 
licensee  valuable,  serviceable,  and  dependent  as  above  set  forth,  but  not  taken, 
as  nay  be  caused  by  the  severance  therefrom  of  property  taken,  and  shall  a»- 
snme  all  contracts  entered  into  by  the  licensee  in  accordance  with  the  provisions 
of  this  act.  The  net  investment  of  the  licensee  in  the  project  or  projects  so 
taken  and  the  amount  of  such  severance  damages,  if  any,  shall  be  determined  by 
itgreement  between  the  commission  and  the  licensee,  and  in  case  they  can  not 
nirree,  by  proceedings  in  equity  instituted  by  the  United  States  in  the  district 
court  of  the  United  States  in  the  district  within  which  any  of  such  property  may 
be  located." 

IV. 

Amend  section  16  as  follows: 

Page  23,  line  11,  after  the  word  "  thereto,"  strike  out  the  word  "  such  " ;  lines 
12  to  14,  after  the  word  "  property,"  strike  out  the  words  "  as  may  be  fixed  by 
the  commission  upon  the  basis  of  a  reasonable  profit  in  time  of  peace." 

As  amended  said  section  would  read  as  follows: 

**  Sec.  16.  That  when  in  the  opinion  of  the  President  of  the  United  States, 
evidenced  by  a  written  order  addressed  to  the  holder  of  any  license  hereunder, 
the  safety  of  the  United  States  demands  It  the  United  States  shall  have  the 
right  to  enter  upon  and  take  possession  of  any  project,  or  part  thereof,  con- 
ittructed,  maintained,  or  operated  under  said  license,  for  the  purpose  of  manu- 
facturing nitrates,  explosives,  or  munitions  of  war,  or  for  any  other  purpose 
Involving  the  safety  of  the  United  States,  to  retain  possession,  management, 
and  control  thereof  for  such  length  of  time  as  may  appear  to  the  President  to 
be  necessary  to  accomplish  said  purposes,  and  then  to  restore  possession  and 
•control  to  the  party  or  parties  entitled  thereto;  and  in  the  event  that  the 
United  States  shall  exercise  such  right,  it  sliall  pay  to  the  party  or  parties 
entitled  thereto  Just  and  fair  comi)ensation  for  the  use  of  said  property  and  the 
cost  of  restoring  said  property  to  as  good  condition  as  existed  at  the  time  of 
the  taking  over  thereof,  less  the  reascmable  value  of  any  improvements  that 
may  be  made  thereto  by  the  United  States  and  which  are  valuable  and  service- 
able to  the  licensee." 

V. 

Amend  section  22  as  follows: 

Paife  28,  line  18,  strike  out  the  word  ** Joint"  and  the  words  "of  the  com- 
mission and." 

As  amended  said  section  would  read  as  follows: 

'*  Sec.  22.  That  whenever  the  public  interest  requires  or  Justifies  the  execu- 
tion by  the  licensee  of  contracts  for  the  sale  and  delivery  of  power  for  periods 
extending  beyond  the  date  of  termination  of  the  license,  such  contracts  may 
be  entered  into  ujpon  the  approval  of  the  public-service  commission  or  other 
similar  authority  In  tlie  State  In  which  the  sale  or  delivery  of  power  Is  made, 
fpF  if  sold  or  delivered  in  a  State  which  has  no  8U(4i  public-service  commission 
then  upon  the  approval  of  the  commission,  and  thereafter  In  the  event  of  takh 
ing  over  the  properties  at  the  termination  of  the  license  the  United  States  or 
the  new  licensee,  as  the  case  may  be,  shall  assume  and  fulfill  all  such 
4^ntracts." 

VI. 

Amend  section  28  as  follows : 

Page  29,  lines  8  and  9.  strike  out  the  words  "  under  authority  heretofore 
lawfully  granted." 

As  amended^  said  section  would  read  as  follows : 

'*  Sec.  23.  That  the  provisions  of  this  act  shall  not  be  construecl  as  revoking 
any  permit  or  valid  existing  right  of  way  heretofore  granted,  or  as  revoking 
any  authority  heretofore  given  pursuant  to  law,  but  upon  application  of  any 
peMon,  association,  corporation.  State,  or  municipality,  which  is  now  con- 
structing, maintaining,  or  operating  any  project  on  the  public  lands  or  reserva*^ 
tlons  of  the  United  States,  or  across*  along,  or  in  any  navigable  waters  of  the 
Ignited  States,  the  commission  may  Issue  to  any  such  applicant  a  lincense  lii 
accordance  with  the  provisions  of  this  act,  smd  In  -such  case  the  provisions  of 
this  act  shall  apply  to  snch  applicant  as  a  licensee  hereunder.' 
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STATEMENT  OF  HE.   HAEBISON  B.   FBEEMAN,   OF  HABTFOED, 
CONH.,  REPRESENTINO  THE  CONNECTICTTT  BIVEB  CO. 

Mr.  Freeman.  The  Connecticut  River  Co.  is  rather  an  old  corpo- 
ration. It  was  chartered  by  the  Connecticut  General  Assembly  in 
1824 — May,  1824 — to  improve  boat  navigation  on  the  Connecticut 
River;  and  in  1831  it  finished  a  dam  across  the  Connecticut  River 
at  the  head  of  the  Enfield  Rapids.  That  is  a  place  about  20  miles 
above  Hartford.  It  built  a  canal  from  the  head  of  those  rapids  to 
the  foot,  coming  out  just  below  the  town  of  Windsor  Locks,  Conn.^ 
and  it  gave  all  the  transportation  there  was,  furnished  all  the  trans- 
portation there  was,  between  Hartford  and  Springfield  and  Holyoke 
up  to  1847,  when  the  railroad  from  New  Haven  to  Springfield  was 
built.  The  English  novelist,  Charles  Dickens,  in  his  American 
Notes,  described  very  interestingly  a  trip  that  he  took  from  Spring- 
field to  Hartford  in  the  boat,  which  drew  3^  feet  of  water,  running- 
down  through  the  canal. 

In  1847,  when  the  railroad  was  built,  it  practically  put  the  Con- 
necticut River  Co.  out  of  business,  as  far  as  its  being  a  transportation 
company  was  concerned,  and  from  that  time  until  a  few  years  ago 
the  Connecticut  River  Co.  earned  no  dividends  and  paid  none  for 
over  50  years.  It  meanwhile  built  up  a  business  of  selling  the  water 
that  ran  through  the  canal  for  power  purposes,  and  there  are  a  num- 
ber of  manufacturing  concerns  on  the  canal  bank  at  Windsor  Ijocks 
which  now  take  water  and  use  it  for  power  purposes  from  the 
canal.  They  use  from  eight  to  ten  thousand  horsepower  for  that 
purpose. 

In  1909  the  Connecticut  Legislature  gave  the  Connecticut  River 
Co.  the  right  to  build  a  dam  across  the  Connecticut  River  at  the 
foot  of  the  rapids  instead  of  at  the*  head  of  the  rapids — that  is,  5 
miles  down  the  river — and  it  gave  them  the  right  to  sell  and  dis- 
tribute the  electric  power  generated  from  that  dam  throughout  cer- 
tain portions  of  the  State  of  Connecticut,  the  northern  part  of  the 
State  of  Connecticut.  That  is  not  a  monopoly,  however.  If  they 
sell  this  power  they  will  be  in  active  competition  with  four  or  five 
large  power  companies.    I  will  go  into  that  a  little  more  later  on. 

In  1909,  after  the  company  secured  this  right  from  the  Connecticut 
Legislature,  it  bought  up  all  the  land  on  the  east  side  of  the  river 
which  it  did  not  ow^n,  from  Windsor  Locks  to  Thompsonville,  a 
distance  of  about  6  mile^s,  which  will  be  flowed  by  the  new  develop- 
ment. It  previously  owned  all  the  land  on  the  west  side  of  the  river 
where  the  canal  was  situated  and  the  flowage  rights  to  Holyoke, 
Mass.,  a  distance  of  about  26  miles.  Its  old  dam,  built  in  1831,  had 
flowed  land  from  the  town  of  Thompsonville,  in  the  State  of  Con- 
necticut, where  the  dam  was  situated,  right  up  to  the  foot  of  the  dam 
built  by  the  Holyoke  Water  Power  Co.,  in  Holyoke,  Mass.  So  it  has 
about  26  miles  of  flowage  rights  that  it  owns,  as  well  as  the  land  for 
6  miles  on  both  sides  of  the  Connecticut  River.  It  also  came  to  this 
Congress  and  attempted  to  get  the  gi'ant  to  build  its  new  dam,  to 
relocate  its  dam  at  the  foot  of  the  rapids,  and  we  have  been  trying^ 
ever  since  1909  to  get  that  right.  The  building  of  that  dam  will 
accomplish  two  thmgs.  It  will  develop  40,000  additional  horse- 
power.   The  Connecticut  River  has  at  that  point  a  drainage  area  of 
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almost  11,000  square  miles,  and  that  will  enable  the  company,  by 
building  a  80- foot  dam,  to  develop  40,000  hoi-sepower;  that  is,  the 
installation  would  be  40,000 — ^25,000  of  that  would  be  primary 
power  and  15,000  woidd  be  secondary  power,  or  power  developed 
for  9  or  10  months  of  the  year.  It  would  also  give  improved  river 
navigation  from  Hartford  to  Holyoke,  a  distance  of  40  miles.  The 
company  that  bou<rht  up  the  Connecticut  River  Co.  and  furnished  the 
money  to  buy  these  rights  was  organized  by  Connecticut  and  west- 
ern Massachusetts  men  for  two  purposes.  The  western  Massachu- 
setts men  were  men  coming  from  Holyoke  and  Springfield  who  were 
interested  especially  in  securing  navigation.  It  is  a  fact  that  to-day 
the  railroads  in  New  England  are  so  congested  that  they  are  using 
automobile  trucks  to  take  raw  materials  to  the  factories  from  the 
freight  warehouses  in  New  York  and  delivering  it  to  Springfield, 
Holyoke,  and  Chicopee,  because  we  can  not  get  service  on  the 
railroad. 

The  Chairman'.  What  distance? 

Mr.  Freeaian.  The  distance  from  New  York  to  Hartford  is  101 
miles — about  150  miles  all  together. 

The  Chairman.  They  are  carrying  that  freight  that  distance  now 
by  trucks? 

Mr.  Freeman.  Yes,  sir;  and  taking  back  manufactured  articles 
from  Chicopee,  Holyoke,  and  Springfield  to  New  York,  as  well  as 
from  Hartford,  because  the  railroads  are  so  congested  that  we  can 
not  get  facilities  when  we  need  them.  Now,  that  is  not  because  the 
railroad  has  fallen  down.  The  New  York,  New  Haven  &  Hartford 
is  probably  handling  one-third  more  freight,  from  one-third  to  one- 
half  more*  freight  than  it  ever  bandied  before  in  its  history.  It  is 
because  the  industries  have  grown  so  in  the  last  three  years  that  the 
transportation  facilities  are  not  sufficient  to  meet  the  growth  of  those 
industries.  But  that  has  happened  several  times.  It  happened  back 
in  1912,  when  the  Springfield  Gas  Co.  could  not  get  its  coal  delivered, 
and  it  was  down  to  within  a  six  hours'  supply,  and  then  went  around 
and  bought  up  retail  supplies  in  Springfield  and  Chicopee  and 
Holyoke  to  keep  their  gas  plant  running,  because  the  congestion  on 
the  railroads  were  so  great  that  they  could  not  get  their  coal  de- 
livered. 

The  Chairman.  That  was  before  the  war  began  in  Europe? 

Mr.  Freeman.  Yes,  sir.  That  would  be  entirely  obviated  under 
our  proposition,  because  the  building  of  this  dam  would  give  us  6 
feet  of  navigation  without  any  improvement  by  the  National  Gov- 
ernment from  Hartford  to  liolyoke;  and  the  Engineer's  report — 
Maj.  Tavlor's  rejwrt — shows,  I  think,  by  the  expenditure  of  about 
$1,000,000  we  could  get  from  8  to  10  feet  depth. 

The  others  who  went  into  the  company  from  Connecticut  were 
those  who  wanted  power  for  manufacturing  purposes.  Since  that 
time  we  have  had  two  Massachusetts  concerns  who  nave  come  into  the 
(  Vmnecticut  and  are  supplying  power  there  now. 

So,  as  I  said  before,  we  have  active  competition  between  power 
companies  in  Connecticut,  and  I  think  this  is  true  throughout  New 
England.  We  do  not  have  monopoly  as  far  as  power  is  concerned. 
We  recognize  two  different  kinds  of  companies,  the  retail  electric 
light  company,  which  sells  electric  light  and  distributes  it  over  it* 
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gles  and  wires  throu^out  the  city.  According  to  our  policy  iii 
>nnecticut  and  New  England  those  companies  have  a  monopoly^ 
regulated  by  the  public-service  commission,  and  strictly  regulatea 
by  the  public  service  commissions  of  these  States.  But  the  power 
companies  can  furnish  power  in  quantities  as  low  as  a  hundred  horse- 
power in  competition  with  those  local  companies.  They  are  not  per- 
mitted to  run  their  wires  through  all  the  streets,  but  in  almost  every 
city  the  industrial  section,  the  manufacturing  section,  is  off  at  one 
side  where  it  can  be  reached  by  one  or  tw^o  lines  we  have  in  this  sec- 
tion— and  the  Connecticut  River  Co.  would  be  subject  to  the  competi- 
tion of  the  Massachusetts  Power  Co.,  that  is  developing  water  powers 
on  the  Connecticut  River  at  South  Vernon,  Vt.,  and  on  the  Deerfield 
River,  Mass.,  of  the  Turners  Falls  Power  Co.,  the  Farmington  River 
Power  Co.,  and  the  Hartford  Electric  Light  Co.,  which  has  a  steam 
plant  on  the  Connecticut  River  at  Hartford,  developing  45,000  horse- 

f)ower ;  and  from  three  companies  that  do  not  now  have  transmission 
ines  in  that  territory,  but  have  the  right  to  go  in  there.  So  it  is  not 
a  question  of  a  monopolv.  It  is  not  a  question,  as  it  apparently  is  in 
California,  of  passing  tne  charges  on  to  the  consumer.  It  is  a  ques- 
tion of  being  in  active  competition  with  these  developed  companies. 

Now,  that  brings  me  to  the  question  of  taxation.  If  a  tax  sufficient 
to  raise  any  appreciable  amount  of  revenue  is  put  upon  this  company, 
it  would  prevent  its  development.  It  is  perfectly  ea^  to  see  that. 
We  have  to  go  in  and  sell  our  power  in  competition  with  the  Turners 
Falls  Power  Co.,  with  the  Massachusetts  Power  Co.,  both  hydro* 
electric  powers,  developed  on  streams  which  are  not  under  the  control 
of  the  National  Government,  and  we  in  all  probability  would  be  ob- 
liged to  build  a  lock  in  our  dam.  Even  if  the  United  States  Govern- 
ment built  it,  we  would  have  to  operate  it  and  maintain  it,  and  every 
time  a  boat  went  through  that  lock  it  would  mean  so  much  loss  of 
power  to  our  company. 

Going  into  competition  with  companies  which  do  not  have  to  do 
that,  we  could  not  sell  our  power  m  competition  with  those  com- 
panies if  any  appreciable  charge  was  put  upon  us.  More  than  that, 
we  come  in  competition  with  the  steam  plant  of  the  Hartford  Elec- 
tric Light  Co.,  which  is  one  of  the  most  up-to-date  companies  in  the 
United  States.  They  claim  that  they  develop  power  at  less  than  6 
mills  per  kilowatt.  So  we  are  in  a  competitive  class,  not  in  a  monopo- 
listic class.  We  have  no  monopoly  of  the  power  in  that  district.  T 
happen  to  be  the  president  of  a  small  electnc-light  company  that  has 
retail  rights  in  that  territory.  Recently  we  had  to  go  into  the  market 
for  1,000  kilowatts.  We  had  very  active  competition — for  which  I 
was  very  glad — ^between  three  companies — ^the  Turners  Falls  Co., 
Massachusetts  Power  Co.,  and  the  Hartford  Electric  Light  Co.  And 
the  new  company,  the  Connecticut  River  Co.,  would  h^  up  against 
the  active  competition  of  those  three  companies,  so  it  is  easy  to  se^ 
that  in  that  case  any  large  tax  put  upon  the  water  power  would 
prohibit  development. 

Now,  the  most  important  matter,  it  seems  to  me,  in  this  bill  is  the 
recapture  clause.  I  come  from  a  section  which  is  very  conservative 
in  the  handling  of  its  money.  The  first  thing  an  investor  in  New 
England  wants  to  know  is  whether  his  principal  is  safe;  is  he  goin^ 
to  get  his  money  back?    Now,  I  can  not  agree  with  Mr.  Britton  when 
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he  »ays  that  he  thinks  that  this  is  an  indeterminate  or  a  perpetual 
franchise.  In  Connecticut  we  have  perpetual  franchises.  All  through 
New  England  we  have  unlimited  franchises.  If  the  Connecticut  River 
Co.  accepted,  a  50-year  franchise,  I  think — and  I  am  well  acquainted 
with  the  situation  throughout  New  England — ^it  would  be  the  only 
public-service  corporation  in  New  England  that  did  not  have  a  per- 
petual franchise.  Now,  the  bankers,  the  investment  bankers,  and  in- 
vestors generally  in  New  England  are  verv  conservative.  That  lim- 
ited franchise  is  verv  familiar  to  some  of  the  people  of  the  West.  It 
is  an  innovation  in  New  England,  and  New  England  has  a  parge  pro- 
portion of  the  investment  money  of  this  country  at  the  present  time. 
A  large  proportion  of  the  money  that  would  have  to  go  into  these 
hydroelectric  developments  would  be  sought  for  in  New  England. 
At  one  time,  before  the  war,  thei-e  was  a  meeting  of  the  investment 
bankers  of  New  York,  Boston,  and  Chicago,  and  there  were  18  men  in 
Hartford  alone  selling  securities  of  that  nature — showing  what  an 
investment  center  we  are  there  in  Connecticut.  We  are  a  saving, 
thrifty  people,  and  our  people  are  slow  to  accept  any  innovation. 

I  realize  that  it  is  absolutely  impossible  to  even  di*eam  of  an  un- 
limited fi*anchise,  but  when  you  come  to  a  banker  in  Connecticut  or  in 
Massachusetts  and  say  that  we  have  a  50-year  franchise  instead  of  a 
perpetual  franchise  for  power  development  in  Connecticut,  they  are 
going  to  hesitate  a  long  time,  and  it  is  going  to  take  a  great  deal  of 
reassurance  to  make  them  see  the  wisdom  of  investing  in  such  a 
j>roject.  Now,  personally,  I  think  that  a  50-year  franchise,  protected, 
as  it  is,  by  the  terms  of  this  bill,  is  p>erfectly  safe,  but  I  think  that  if 
there  is  any  letting  down  in  that  we  would  not  be  able  to  finance  a 
project  of  this  kind  in  New  England. 

Now  we  come  to  the  safety  of  the  principal.  It  is  absolutely  neces- 
sary to  secure  safety  of  the  principal.  I  came  down  here  prepared  to 
argue  in  favor  of  '"  just  compensation,''  because  it  seemed  to  me  that 
that  was  the  faii*est  thing  to  do,  the  fairest  thing  for  both  the  State 
and  for  the  investor,  because  where  you  limit  a  man's  return  upon  his 
money  you  certainly  ought  to  guarantee,  in  so  far  as  you  can,  to  re- 
turn nis  principal.  If  we  were  a  manufacturing  concern  and  were 
allowed  to  go  in  and  make  anything  that  we  could,  then  we  could 
afford  to  take  some  risk.  But  our  profits  are  limited  in  Connecticut 
to  practically  8  per  cent.  I  know  of  no  public-service  corporation  in 
(Connecticut  that  pays  more  than  8  per  cent  on  its  stock.  I  know  of 
none  that  would  dare  to  pay  more  than  8  per  cent  upon  its  stock, 
because  if  they  did  it  would  mean  that  the  town  or  the  district  the 
company  served  would  go  before  the  public  utilities  commission  and 
ask  a  reduction  in  rates.  None  of  them  pay  more  than  8  per  cent. 
That  is  the  practical  limit — ^not  the  legal  limit,  but  the  practical  limit. 
That  being  so,  I  think  it  is  only  fair  to  ask  that  the  Government  give 
us  back  the  money  we  invest  in  the  project,  or  rather  that  the  Govern- 
ment fail  to  take  away  our  invested  money  when  it  exercises  its  option. 

Now.  these  investors,  as  was  brought  out  by  Mr.  Britton  this  mornr 
ing,  are  not  the  rich  people.  The  bankers  buy  these  securities,  but 
when  they  do  they  pass  them  on  to  the  other  people,,  the  people  of 
moderate  means  in  Connecticut,  and  they  are  the  people  who  9kV^ 
ffoing  to  furnish  the  money,  if  the.  ^maney ,  is  fumi^ed,  for  thesi 
hydroelectric  developments  m  the  United  States.    TMiere  women  and 
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men  of  moderate  means  invest  in  these  securities  they  take  the  word 
of  their  bankers  as  to  the  security  of  the  investment,  and  we  are  be- 
coming moi'e  and  rare  careful  in  New  England  about  the  character 
of  securities  that  we  go  into. 

Now,  let  be  call  your  attention  to  this:  A  few  years  ago,  if  you 
took  up  a  circular  sent  out  by  Lee,  Higginson  &  Co.,  Kidder,  Peabody 
&  Co.,  Tucker,  Anthony  &  Co.,  of  any  of  the  big  bankers  of  New 
England,  they  started  in  with  bonds  and  securities  of  steam  railroads 
and  gas  companies  and  electric  light  or  power  companies,  and 
practically  no  industrial  manufacturing  companies.  To-day  I  think 
just  the  opposite  is  what  you  will  find.  Those  big  concerns  are 
putting  out  more  investments  on  industrial  and  manufacturing 
plants  than  they  are  for  public-service  corporations.  I  happen  to 
be  the  attorney  for  one  of  the  largest  investment  bankers  in  Hart- 
ford, and  also  for  a  trust  company  there.  I  know  the  question  has 
come  up  time  and  time  again  within  the  last  four  years  as  to  whether 
we  would  take  the  security  of  a  manufacturing  ccmcern  or  of  an 
industrial  concern  or  of  a  public-utility  to  sell ;  and  in  almost  every 
case  they  have  taken  the  security  of  the^  industrial  concern.  It  is 
iMvsy  to  see  why.  An  industrial  concern  can  accumulate  a  surplus. 
Often  it  has  a  surplus  of  double  its  capital,  sometimes  three  or  four 
times  its  capital.  The  preferred  stocK  of  such  a  concern  as  that* 
where  its  earnings  have  been  sure  for  years  and  years,  is  much  safer 
than  the  security  of  a  public-service  corporation  that  is  limited  to 
8  j)er  cent,  and  that  in  times  like  these  is  operating  at  a  loss.  Now^ 
I  make  thi^  statement  regarding  the  street  railways  of  Connecituct 
because  I  know  the  situation.  I  am  interested  in  the  street  railways 
of  Connecticut  and  I  know  that  there  is  not  a  company  in  Connecti- 
cut that  to-day  is  earning  its  operating  expenses — ^not  a  street  rail- 
way company  in  Connecticut  that  is  earning  its  operating  expenses,. 
let  alone  interest  upon  its  bonds.  Now,  that  is  due  perhaps  to  local 
conditions  there.  The  munitions  factories  are  paying  $6  and  $8  and 
even  $10  a  day  for  men,  skilled  workmen,  mechanics,  and  engineers. 
The  public-service  corporations,  in  order  to  keep  their  systems  operat- 
ing or  the  street  railways  going,  have  had  to  double  and  in  some  cases 
more  than  double  the  wages  of  their  men  in  order  to  keep  them. 
The  operating  costs  have  increased  enormously.  It  has  been  abso- 
lutely impossible  to  get  any  proportionate  increase  from  street  rail- 
way fares  for  the  companies.  Now,  that  has  happened  to  water 
companies  to  a  less  degree,  to  electric  light  companies,  and  to,  per- 
haps, a  gi-eater  degree  to  gas  companies  on  account  of  the  increased 
cost  of  coal  and  of  men  to  work  in  the  gas  companies.  So  that 
public-service  corporations  are  to-day  not  looked  upon  with  the 
favor  they  were  even  five  years  ago. 

Now,  I  make  this  statement  in  order  to  show  you  gentlemen  the 
necessity  of  being  as  liberal  as  possible  with  the  investor  and  at  the 
same  time  safeguard  the  Government.  It  is  absolutely  necessary 
to  safeguard  the  Government,  although  looking  at  it  from  perhaps 
the  eastern  standpoint  rather  than  the  western  standpoint  I -should 
think  that  where  a  company  gives  the  Government  the  right,  the 
option,  to  take  its  plant  over  at  the  net  investment,  without  any 

Srofit  at  the  end  of  50  years,  to  take  it  over  either  for  the  use  of  the 
bvemment  itself  or  ^or  the  use  of  a  municipality,  or  perhaps  to 
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pjiss  it  on  to  some  rival  that  has  been  fighting  it  for  50  >  ears  because 
that  rival  is  in  a  position  perhaps  to  give  better  terms  than  the  com- 
pany itself  is.  I  think  that  that  is  fairly  liberal,  and  I  do  not  see 
how  the  Government  can  lose  under  that  proposition. 

Xow,  it  is  absolutely  necessary  in  my  business,  in  order  to  gel 
investment  capital,  to  safeguard  the  investment,  to  give  certainty  of 
titles;  and  anything  that  clouds  the  title  is  going  to  make  it  abso- 
lutely impossible,  I  think,  to  get  the  necessary  capital  for  these 
hydroelectric  investments.  We  have  to  go  into  competition  to-day 
with  enterprises  that  did  not  seek  capital  a  few  yeai*s  ago.  Indus- 
trial plants  and  manufacturing  companies  are  now  putting  their 
stocks,  their  bonds,  on  the  market,  where  a  few  years  ago  they  relied 
upon  borrowing  from  banks  or  from  local  institutions.  Now  they 
are  being  put  out  through  investment  bankers  that  spread  them  all 
over  the  country,  and  it  is  a  very  serious  competition  that  public- 
utility  companies  are  up  against  to-day.  The  situation  in  New  Eng- 
land is  such  that  it  is  extremely  difficult,  if  not  impossible,  for  street 
railways  to  get  capital  for  extensions,  and  it  certainly  is  almost 
impossible  to  secure  capital  for  a  new  street  railway  development. 
I  know  of  franchises  that  have  been  granted  by  the  Stat«  of  Con- 
necticut, where  the  persons  who  obtained  the  franchises  were  sure 
they  could  make  the  development,  but  it  has  been  absolutely  impos- 
sible to  ^et  the  money,  although  the  situation  is  apparently,  from  a 
street  railway  standpoint,  a  good  situation.  But  you  can  not  get 
the  money  to-day.  It  is  going  to  be  extremely  difficult  to  get  money 
for  these  water-power  developments  if  undue  restrictions  are  put 
upon  them. 

Now,  I  want  to  emphasize  a  little  more  strongly  than  Mr.  Britton 
did  that  provision  in  section  23,  on  page  29,  because  it  applies 
especially  to  the  company  I  represent — the  Connecticut  River  Co. 
As  T  said,  we  built  our  dam  in  1831.  That  was  before  Congress 
granted  the  right  to  build  dams  across  navigable  streams.  They  did 
not  exercise  the  authority  granted  in  the  Constitution.  As  far  as 
we  can  find  out  the  (Connecticut  River  Co.  has  never  had  a  permit, 
and,  unless  those  words  in  lines  8  and  9  were  crossed  out,  the  words, 
"under  authority  heretofore  lawfully  granted,"  the  commission — 
although  we  are  absolutely  innocent  of  any  wrong  doing;  we  com- 
plied with  all  the  laws  in  existence  at  that  time — could  not  grant  the 
court  any  permit  under  this  law. 

Mr.  Hamilton.  What  is  that  reference  in  the  bill? 

Mr.  Frekman.  Section  23,  page  9,  lines  8  and  9,  "under  authority 
heretofore  lawfully  granted."  Now,  if  that  shoula  be  construed  to  be 
the  authority  of  the  State  of  Connecticut,  that  would  be  one  thing; 
but  I  am  afraid  it  would  be  construed  to  be  the  authority  of  the 
IFnited  States  Government,  and  if  so,  it  would  prevent  our  securing 
anv  franchise  or  any  grant  from  the  Government  under  the  terms  of 
this  act. 

There  is  another  provision  which  I  think  reallj"  has  not  been — I  am 
frank  to  say  that  I  do  not  understand  the  provision  in  lines  19  and  23 
of  page  6,  under  the  term  "  net  investment,"  where  it  says : 

The  term  net  Investment  shaU  incliule  In  so  fur  as  applicable,  the  elements 
thereof,  described  in  said  classification,  but  shall  not  include  expenditure  from 
funds  obtained  through  donation  by  Stales,  nuinicipalitles,  individuals,  or 
others.  ' 
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Now,  it  is  customary  in  the  New  England  States  in  retail  com*- 
panies,  where  a  person  asks  for  an  extension  or  for  service  that  is  not 
profitable  to  the  company  and  can  not  be  made  in  all  probability 
ever  profitable,  to  have  that  person  contribute,  if  he  wishes  to  get  the 
service,  a  certain  amount  ox  the  cost  of  installation.  For  instance, 
if  there  is  a  farmhouse,  or,  as  in  northern  Connecticut  we  have  these 
large  tobacco  farms,  where  they  use  quite  a  considerable  amount  of 
power,  but  they  only  use  it  at  certain  times  of  the  year,  and  if  they 
want  an  extension  costing,  say,  $5,000  for  one  tobacco  farm  where 
they  use  power  only  three  months  in  the  year,  our  public  service  com- 
mission  has  state  dthat  the  company  need  not  make  that  extension 
unless  the  applicant  contributes  a  sufficient  part  of  the  cost  of  the 
extension  to  make  it  profitable  to  the  company.  And  on  those  terms 
the  company  makes  the  extensions.  Now,  in  that  case  I  suppose  the 
company  would  not  get  the  money  back  for  that  extension. 

The  Chairman.  They  would  get  back  what  they  put  in  though. 

Mr.  Freeman,  It  would  get  back  what  it  put  in  in  one  way,  but 
it  would  be  part  of  its  plant  upon  which  it  pays  taxes  all  the  time. 
The  company  pays  that  money  back.  ^  That  is  amortized  under  a 
certain  term  of  years.  In  large  extensions  we  are  given  10  years  to 
pay  it  back ;  in  small  extensions  we  are  given  5  years  to  pay  it  back, 
so  at  the  end  of  10  years  the  company  would  own  that  plant,  and  yet 
the  donation  would  come  from  the  consumer.  The  company  would 
own  it,  yet  that  would  be  a  donation  from  the  individual. 

The  Chairman.  It  looks  to  me  as  though  it  would  be  a  loan.  ■ 

Mr.  Freeman.  I  am  afraid  that  is  so  drawn  that  in  that  case,  in 
some  of  these  concerns,  it  would  be  an  appreciable  part  of  their  in- 
vestment. It  might  be  an  appreciable  part  of  their  investment  aii4 
would  not  be  covered  by  the  bill.  We  are  making  a  contract  now  to 
be  construed  50  years  from  now,  and  I  think  we  ought  to  be  just  as 
definite  in  our  terms  as  possible. 

As  for  the  bill  as  a  whole,  I  think  that  it  is  ver>[  well  adapted  to  gpt 
the  capital  necessary  for  these  developments,  with  the  amendments 
that  have  been  suggested  by  Mr.  Hall,  Mr.  Britton,  and  others.  I 
think  that  in  order  to  make  the  title  absolutely  clear  and  freje  from 
any  cloud,  that  those  amendments  ought  to  be  put  in.  With  the 
power  situation  as  it  is,  certainly  in  New  Englana  to-day,  where  'we 
can  not  get  coal,  that  a  bill  of  this  kind  is  absolutely  necessary.  Mr, 
Townley  yesterday  said  that  30  per  cent  of  the  tonnage  of  railroads 
was  taken  up  in  delivering  coal  either  for  the  use  of  the  railroad  itself 
or  for  manufacturing  and  other  purposes  in  the  territory  the  railroad 
served.  Last  winter  that  ran  up  to  50  per  cent  in  Connecticut,  and 
our  railroad — part  of  the  congestion  of  our  railroads  came  through 
the'  necessity  of  handling  the  coal  in  the  winter  which  was  not  a©r 
livered  by  water  in  the  summer.  The  Government  took  a  large  part 
of  our  ocean-going  tugs  for  patrol  service  last  summer,  so  that  Wj^ 
could  not  get  the  coal  that  we  get  in  every  summer  and  store.it  up 
in  New  England:  therefore  th'*  railroads  were  swaniped  with  coi4 
in  the  winter;  and  in  order  to  relieve  that  situation  it  seems  to  .me 
absolutely  necessary  that  we  permit  and  encourage,  as  far  as  possible, 
the  development  oi  the.se  hydroelectric  powers. 

.  ^  The- Chair^u^.  Does  anv  member  of  the  committee  wish  to  ask 
Mr.  Freeman  any  questions? 
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Mr.  Ehch.  Mr.  Freeman,  were  you  interested  in  the  bill  that  was 
infitxiuced  in  the  Senate  some  five  or  six  years  nffo  known  as  the 
Connecticut  River  dam  project  ? 

Mr.  Freeman.  Yes,  sir. 

Mr.  Escn.  As  I  recollect  that  measure,  the  company  which  sought 
the  CTant  agreed  with  the  Government  to  install  the  necessary  locks. 

Mr.  Freeman.  Yes,  sir. 

Mr.  EscH.  At  its  own  expense — maintain  and  operate  them  at  its 
own  expense  ? 

Mr.  Freeman.  Yes,  sir. 

Mr.  EscH.  And  pay  the  Government  a  certain  amount  per  horse- 
power? 

Mr.  Freeman.  No,  sir. 

Mr.  EscH.  What  was  that  provision  ? 

Mr.  Freeman.  That  was  tne  first  excess-profits  tax  that  was  ever 
levied,  I  think,  in  the  United  States,  or  to  be  levied. 

Mr.  EscH.  It  was  not  levied. 

Mr.  Freeman.  It  was  to  be  levied.  The  agreement,  as  I  recall  it- 
it  was  an  agreemnt  made  with  Secretary  Stimpson — it  was  that  the 
company  should  have  the  right  to  earn  8. per  cent  upon  its  invest- 
ment. The  Government,  I  think,  took  from  8  to  8J  per  cent  for  its 
share.  Then  the  company,  I  think,  took  from  8J  to  8^  per  cent  for 
its  share;  and  I  think  after  that  there  was  an  equal  division  between 
the  Government  and  the  company.  But  the  company  was  given  the 
r4ght  to  earn  8  per  cent  upon  its  investment  before  the  Government 
took  anything.  It  was  not  based,  I  am  quite  sure,  on  horsepower. 
'  Mr.  EscH.  It  was  on  investment  ? 

Mr.  Freeman.  Yes,  sir. 

Mr.  Escii.  The  bill  failed  in  the  Senate. 

Mr.  'FREfeMAN.  It  passed  in  the  Senate,  and  it  failed  before  Mr. 
Adamson  in  the  House. 

Mr.  Escii.  It  never  was  considered  in  the  House  committee. 

Irtr.  Freeman.  I  think  it  was,  Mr.  Esch,  if  you  will  pardon  me. 
We  had  one  honr  given  us  and  then,  I  think,  the  bill  was  pigeon- 
holed. 

Mr.  Esch.  It  came  probably  close  to  the  end  of  the  session;  but 
there  was. very  strong  opposition  to  it  on  the  Senate  side  on  consti- 
tutional grounds. 

Mr.  Freeman.  Yes,  sir. 

Mr.  Esch.  And  Senator  Nelson  made  a  report— the  most  elaborate 
report  ever  made  on  th^  dam  proposition — and  cited  some  most  emi- 
nent authorities  on  the  rights  of  the  Government  to  make  a  charge. 
I  think  that  S>'ns  one  of  the  things  which  may  have  persuaded  action 
at  that  time. 

•  Mr.  Freeman.  I  know  we  got  involved  in  the  water-power  fight  all 
over  the  country  and  felt  that  we  could  not  do  anything.  But  the 
situation,  Mi*,  fisch,  at  that  time  was  very  different  from  what  it  is 
now\  We  were  fighting  to  get  immediate  action  at  that  time  so  as 
to  get  in  before  these  other  power  companies  had  built  up  their  busi- 
ness. Now,  we  have  to  gO  in  after  three  other  power  companies  have 
gotten  a  large  portion  of  the  business  in  our  territory.  We  would 
have  been  the  first  company  if  we  had  received  our  rights  at  that 
time.  Now,  we  will  be  the  fourth  company  in.  It  is  an  entirely  dif- 
f^t^nt  ^Ituktioti. 
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Mr.  Taylor.  It  is  very  apparent  as  you  have  stated,  Mr.  F'reemaH, 
that  the  hydroelectric  companies  that  now  come  in  and  make  these 
developments  under  this  law — if  we  pass  any  law — in  the  event  of 
their  having  to  pay  any  appreciable  amount  of  royalty,  that  will  be 
an  impediment  on  them  over  and  above  what  the  companies  that  are 
not  so  obligated  will  have  to  pay. 

Mr.  Freeman.  Yes,  sir. 

Mr.  TAYiiOR.  And  it  would  evidently  not  be  fair  for  the  public- 
utility  commission  to  permit  any  horizontal  raise  in  rates  on  the 
whole  community  for  the  purpose  of  equalizing  or  paying  that  addi- 
tional payment  of  royalty  which  tliey  would  have  to  pay.  So  that 
in  your  case  and  in  all  other  similar  cases  all  over  the  country,  wher- 
ever there  is  actual  competition,  it  could  not  he  passed  on  to  the 
consumer. 

Mr.  Freeman.  No,  sir ;  it  could  not  be. 

Mr.  TAYiiOR.  And  the  public-utilities  commission  would  be  power- 
less to  give  relief. 

Mr.  Freeman.  Yes,  sir. 

Mr.  Tayi^r.  As  a  matter  of  fact,  you  think  that  you  are  going  to 
have  some  difficultv  in  financing  these  projects,  because  of  the  fact 
that  there  is  a  difference  l>etween  perpetual  and  50-year  franchises 
in  vourcountrv? 

Mr.  Freeman.  I  think  that  a  50-year  franchise  will  be  accepted 
by  the  investment  public  of  this  country.  It  is  a  queer  thing,  but  in- 
vestments often  go  like  fashions.  There  will  be  a  time  when  invest- 
ments in  public-service  corporations,  hydroelectric  propositions,  are 
fashionable.  They  will  go  with  the  public.  There  will  be  a  time 
when  they  won't.  Now,  I  think  that  after  this  war  is  over,  when  the 
earnings  of  all  these  manufacturing  companies  are  going  to  decline 
and  the  earnings,  the  net  earnings,  of  public-service  corporations,  are 
going  to  go  up,  as  the  conditions  connected  with  operating  those  com- 
panies change  for  the  better,  then  the  people,  the  investment  public, 
IS  going  to  swing  back  to  invest  in  puolic-service  corporations,  and 
that  then  is  the  time  to  put  these  things  over.  If  we  are  not  ready 
this  time  I  am  afraid  we  will  have  to  wait  a  good  many  years  for  an- 
other favorable  opportunity. 

Mr.  Taylor.  You  feel  that  the  law  ought  to  be  enacted  now,  so  that 
the  people  can  become  accustomed  to  its  provisions  and  prepare  for 
that  time? 

Mr.  Freeman.  Yes;  and  especially  for  the  en^neering  and  pre- 
liminary work  to  be  begun  on  these  different  projects.  A  year  is  a 
very  short  time  to  do  the  engineering  work,  and  the  preliminary  work 
on  a  $5,000,000  project 

Mr.  Taylor.  Do  you  feel  that  the  companies  should  be  compelled, 
or  that  the  Government  should  be  compelled  to  pay  to  the  companies 
or  take  into  consideration  the  reimbursing  of  the  companies  for  dona- 
tions, franchises,  and  any  inducements  that  are  often  voted  and  con- 
tributed by  communities  to  get  development? 

Mr.  Freeman.  Not  for  anything  that  is  a  direct  contribution. 

Mr.  Taylor.  A  subsidy  or  anythino*  of  that  kind  ? 

Mr.  Freeman.  No,  sir;  not  for  anything  that  is  a  direct  contribu- 
tion. And  the  illustration  I  brought  up  was  perhaps  an  unfortunate 
one,  but  that  term  seemed  to  be  so  broad  that  I  did  not  want  any  ques- 
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tion  to  arise  at  the  end  of  50  years  as  to  what  the  Government  had  to 
pay  for.  It  is  just  this  way:  When  these  issues  had  to  be  passed 
upon,  the  issue  of  any  large  proposition,  it  will  have  to  be  taken,  for 
instance,  as  ours  will  be  t^en,  to  a  New  York  or  Boston  investment 
banker.  He  turns  it  over  to  some  lawyer,  who  generally  is  rather  ig- 
norant of  the  opearting  conditions  of  a  water-power  company,  and 
he  looks  at  it  from  a  very  technical  standpoint,  and  he  will  tell  that 
man — tell  the  banker — ^"  It  looks  all  right,  but  I  don't  know  whether 
yon  are  going  to  get  your  money  back  or  not,  and  I  don't  know  what 
this  actual  cost,  these  contributions,  might  be."  And  as  far  as  invest- 
ment goes  we  have  really  got  to  make  it  so  plain  that  even  a  New 
York  or  Boston  lawyer  can  see  what  the  Government  means,  what  the 
law  means ;  and  it  is  sometimes  pretty  hard  to  make  them  see  it. 

Mr.  Raker.  What  would  l)e  your  idea  as  to  what  the  royalty 
should  be? 

Mr.  Freeman.  That  would  depend  upon  each  individual  case,  upon 
the  competition  that  a  company  would  have  to  meet,  upon  the  amount 
of  power  to  be  developed,  upon  the  amount  of  money  that  would  have 
to  be  expended  by  the  company  for  putting  in  the  locks  and  to  main- 
tain the  locks  or  the  other  navigation  facilities  that  the  law  covers. 
There  would  be  a  very  large  number  of  items  to  be  considered,  and 
each  case  would  have  to  stand  upon  its  own  feet,  and  I  think  it  would 
be  different  from  almost  every  other  case. 

Mr.  Raker.  You  think  that  a  varying  scale  from  10  to  50  cents 
on  a  horsepower  would  cripple  your  business,  as  compared  with  those 
that  are  already  in  business? 

Mr.  Freeman.  Ten  cents  a  horsepower  would  be  an  administrative 
charge.    Even  up  to  50  cents  might  be  an  administrative  charge. 

Mr.  Raker.  Fifty  cents  a  horsepower  would  not  in  any  way 
cripple  your  business  and  would  give  enough  money  to  administer 
the  matter  properly,  and  then  you  would  not  be  at  a  disadvantage 
with  the  concerns  that  are  already  in  existence,  would  you  ? 

Mr.  Freeman.  A  50-cent  charge  on  a  40,000  horsepower  develop- 
ment would  be  $20,000  a  year. 

Mr.  Raker.  Don't  they  have  to  pay  now — those  public-service  cor- 
porations now  in  existence — a  certain  amount  for  administrative 
<^harges  anyhow  ? 

Mr.  Freeman.  We  are  taxed  both  by  the  State  and  by  the  local 
communities.  We  are  taxed  on  a  property  valuation  by  the  local 
communities;  we  are  taxed  upon  our  gross  or  net  income  by  the  State. 

Mr.  Raker.  Supposing  the  concerns  in  existence  now  would  have 
to  pay  a  certain  rate  or  tax,  part  of  which  goes  for  administration 
for  administration  charges:  and  then  a  concern  like  the  one  you 
speak  of  now,  which  is  not  in  existence  yet  but  would  be  in  existence, 
built  up  under  this  bill,  don't  you  believe  you  would  get  that  reduc- 
tion in  the  amount  vou  would  have  to  pav  the  Government,  and  vou 
would  not  have  to  pay  the  full  amount? 

Mr.  Freeman.  You  mean  from  the  State  government? 

Mr.  Raker.  Yes. 

Mr.  Freeman.  No,  sir. 

Mr.  Raker.  You  would  have  to  pay  the  same? 

Mr.  Freeman.  Undoubtedly  we  would  have  to  pay  the  same. 

Mr.  Raker.  In  addition  to  the  charge  that  the  National  Govern- 
ment makes? 
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Mr.  Freeman.  Yes,  sir.  Now,  take  that  50-cent  charge.  That 
would  be  $25,000  a  year,  which  would  be  5  per  cent  on  halfa  million 
dollars,  would  it  not?  Now,  that  shows  lust  what  a  small  charge 
amounts  to.  I  think  that  if  anybody  said  that  we  should  pay  the 
United  States  Government  half  a  million  dollars  for  the  right  to 
build  a  dam,  which  would  improve  navigation  in  the  Connecticut 
River,  from  Hartford  to  Springfield,  that  they  would  not  think 
of  it. 

Mr.  Kaker.  What  I  was  getting  at  is,  you  are  able  to  show  that 

frour  plant  is  paying  $25,oS)  a  year  to  the  Government  for  your 
icense  to  conduct  business,  and  here  was  a  going  plant  that  was  in 
existence  before  yours  was  established,  and  my  point  was  whether  or 
not  the  authorities  in  estimating  your  tax  would  not  consider  that 
amount  which  you  would  have  to  pay  to  the  Government,  instead  of 
makingyou  pay  practically  double  taxes. 

Mr.  Freeman.  Judge  Raker,  the  State  of  Connecticut  would  say, 
in  my  opinion,  "  We  own  the  bed  of  the  river.  We  have  given  you 
your  right,  which  is  a  substantial  right,  to  build  across  Uie  river; 
why  should  we  give  up  anything  when  we  don't  know  what  the 
United  States  Government  owns  in  the  Connecticut  River  within 
the  State  of  Connecticut?"  It  is  an  extreme  State-rights  view,  per- 
haps, but  that  is  what  they  would  undoubtedly  say. 

Mr.  Raker.  Aren't  any  of  the  franchises  of  the  city  railroads, 
the  street  car  lines,  the  electric  lines,  for  a  fixed  period  now  in 
Eastern  States? 

Mr.  Freeman.  No,  sir;  the  cities  do  not  grant  in  New  England 
street  railway  franchises  or  local  franchises.  T'he  State  governments 
grant  them. 

Mr.  Raker.  Now,  as  to  the  fair  value  in  the  recapture  clause,  sup- 
posing that  the  fair  valuation  for  your  property,  for  the  money  ex- 
pended, was  $3,000,000.  Suppose  that  was  the  actual  fair  value  for 
the  money  expended,  .you  would  get  that  when  it  was  recaptured, 
wouldn't  you?  Assuming  that  you  do  that,  you  would  not  be  able 
to  issue  bonds  over  and  above  $3,000,000,  would  you  ? 

Mr.  Freeman.  No,  sir. 

Mr.  Raker.  Then,  irrespective  of  the  amount  that  might  be  do- 
nated from  any  source  and  added  to  your  property,  those  who  in- 
vested in  the  bonds  would  be  safeguarded,  because  you  have  oaly 
invested  in  the  fair  value  of  the  property,  and  you  would  be  sure  to 

fret  back  $3,000,000  at  the  end  of  50  years,  and  wouldn't  the  bond* 
lolders  be  really  in  a  better  position,  because  there  must  be  some 
addition  to  the  property  in  the  way  of  improvements  that  you  would 
get  in  addition  to  what  you  would  consider  fair  value,  and  therefore 
they  would  be  at  all  tinie^s  protected  and  willing  to  invest  money  in 
enterprises  of  this  kind. 

Mr.  Freeman.  Well,  of  course,  if  we  got  back  the  $3,000,000  which 
we  put  into  our  plant,  yes.     If  net  investment  means  that,  ves. 

Mr.  Raker.  Can  it  be  anything  else  in  any  investment!  ^Tien  a 
man  invests  actual  money,  $3,000,000,  exclusive  of  any  donations 
or  anything  that  might  be  given  to  it,  and  the  property  is  worth  that 
and  tile  Government  recaptures  it  and  pays  the  net  value,  which  was 
the  amount  put  in — $3.000,000 — how  can  it  be  anything  else  but  to 
get  $3,000,000  back? 
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Mr.  F'rkkman.  If  we  get  back  the  money  we  put  in  wo  will  he 
perfectly  satisfied. 

Mr.  Baker.  Don't  you  understand  that  really  that  is  the  purpose 
and  object  of  this  bill,  to  pay  back  the  actual  money  invested? 

Mr.  Freeman.  Yes,  sir;  that  is  the  purpose  and  object.  Frankly, 
I  have  not  studied  the  term  "  net  investment "  and  construed  it  with 
the  provisions  of  the  Interstate  Commerce  Commission  sufficient  to 
taiy  that  definitely.     I  think  that  is  the  object  and  purpose. 

Mr,  Raker.  If  the  bill  does  provide  that,  and  does  give  the  man  the 
return  of  the  amount  of  money  actually  invested — for  instance,  if 
they  put  in  $3,000,000  and  they  are  paid  this  $3,000,000  if  the  plant  is 
recaptured — that  is  perfectly  fair,  and  you  believe  such  legislation 
proper  to  enact  ? 

Mr.  Freeman.  Yes,  sir.  » 

Mr.  Raker.  And  it  will  enhance  development  ? 

Mr.  Freeman.  Yes,  sir. 

Mr.  Raker.  That  is  all. 

The  Chairman.  Does  any  other  member  of  the  committee  desire 
to  ask  Mr.  Freeman  any  questions  ? 

Mr.  Taylor.  Is  there  anything  in  Connecticut  or  in  the  East  that 
you  know  of  that  could  be  brought  up  justly  in  the  way  of  a  monopoly 
of  these  companies  or  combination  or  conspiracy  that  could  be  re- 
ferred to  on  the  floor  of  the  House  by  the  ultraconservation  anti- 
monopolists,  that  might  try  to  make  us  trouble  in  passing  a  fair  bill? 

Mr.  Freeman.  No,  sir;  in  Connecticut  we  have  no  combination. 
Thei«e  are  at  least  six  companies  in  active,  in  fact,  in  fierce  competition. 
Only  one  of  those  companies  so  far  as  I  know — in  fact,  I  know  that 
only  one  of  those  companies  belongs  to  any  one  of  the  owners  of  big 
water  power.  In  Massachusetts  it  is  the  same  thing,  and  in  Rhode 
Island. 

Mr.  Taylor.  And  is  that  true  throughout  New  England?  Can 
you  speak  for  them  ? 

Mr.  Freeman.  Yes,  sir 5  I  don't  think  there  is  any  monopoly  in 
New  England.  I  don't  think  there  can  be.  There  is  too  much  water 
power  undeveloped,  and  our  own  laws  permit  competition  there. 
jThere  is  4,000,000  horsepower  there. 

Mr.  Taylor.  All  those  States  have  public  utility  commissions  regu- 
lating charges  and  rates,  do  they  ? 

Mr,  Freeman.  Yes,  sir;  and  we  have  vei-y  strict  regulations  there. 

The  Chairman.  The  rates  and  charges,  then,  are  all  perpetual 
charges  ! 

Mr.  Freeman.  Yes,  sir. 

Mr.  La  Follette.  Has  the  Government  expended  any  amount  of 
money  on  the  improvement  of  the  Connecticut  River  for  navigation 
purposes  to  your  recollection  ? 

Mr.  Freeman.  Not  above  Hartford.  It  has  made  fnw  siu'veys. 
Gen.  Goethals  made  one  survey,  and  Col.  Payne  made  the  hist  survey. 

Mr.  La  Follette.  It  has  spent  some  money  from  Hartford  down? 

Mr.  Freeman.  Yes,  sir. 

Mr.  La  Follette.  In  that  case  it  invest<»d  its  own  money  i 

Mr.  Freeman.  Yes,  sir. 

Mr.  La  Vgllette.  And  it  didn't  charge  anybody  for  the  use  of  i!  i 

Mr.  Freeman.  No,  sir. 
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Mr.  La  FoLLExaE  It  is  only  where  the  other  fellow  puts  in  the 
money  that  the  Government  thinks  it  is  necessary  to  charge  some- 
thing for  the  use  of  it ;  but  where  the  Oovernment  invests  its  own  it 
does  not? 

Mr.  Freeman.  No,  sir. 

Mr.  La  Folubtte.  Don't  you  think  we  ought  to  reverse  it  a  little, 
especially  in  this  time  of  need,  and  where  the  Government  puts  out 
money  to  improve  the  rivers  and  harbors  charge  a  slight  tax  for  the 
use  of  it,  so  as  to  get  a  fund  for  carrying  on  the  war  and  dredging 
other  rivers,  etc.?     [Laughter.] 

Mr.  Freeman.  I  haven't  given  that  matter  any  thought  whatso- 
ever.   I  can  not  talk  as  an  expert  on  that,  Mr.  La  FoUette. 

Mr.  EscH.  My  geography  may  be  a  little  vague,  but  the  Connecti- 
cut River  rises  in  the  White  Mountain  Forest  Reserve,  which  the 
(iovernment  is  establishing,  does  it  not? 

Mr.  Freeman.  Yes;  I  think  it  rises  away  up  on  the  Canadian  bor- 
der line. 

Mr.  EscH.  Under  the  provisions  of  this  bill,  as  under  the  provi- 
sions of  the  Adamson  bill,  the  charge  to  be  paid  upon  your  inter- 
locking-dam  project  was  proportional  to  the  cost? 

Mr.  Freeman.  Yes,  sir. 

Mr.  EscH.  Are  there  anv  other  dams  on  the  Connecticut  River 
above  you? 

Mr.  Freeman.  At  Holyoke  there  is  a  large  dam.  At  Turners  Falls 
there  is  a  large  dam,  developing  85,000  horsepower.  At  South  Ver- 
non, Vt,,  there  is  a  dam,  developing  25,000  horse  power,  and  I  think 
farther  up  there  are  smaller  dams. 

Mr.  EscH.  Then  all  those  dams  would  have  to  participate  in  mak- 
ing good  that  charge  ? 

Mr.  Freeman.  Yes,  sir;  and  we  would  be  veir  glad  to  make  it. 

Mr.  EscH.  Do  you  believe  that  the  White  Mountain  project  will 
be  beneficial  to  vou  in  developing  water  power  and  K^bilizing  the 
flow? 

Mr.  Freeman.  Yes,  sir. 

Mr.  EscH.  You  are  perfectly  willing  to  pay  such  (;harge  as  ihm 
Government  might  allot  to  your  project? 

Mr.  Freeman.  Yes.  sir. 

Mr.  Taylor.  Has  tnere  been  any  effort  made  by  the  Forest  Service 
to  charge  you  people  for  the  use  of  water  that  comes  off  of  the  forest 
reserves? 

Mr.  Freeman.  I  think  not.  I  think  the  private  companies  have 
done  quite  a  little  in  conserving  water.  On  the  Deerfield  River  proj- 
ect the  Massachusetts  Power  Co.  has  built  one  lake  that  is  9  miles 
long  and  2  miles  wide,  to  conserve  the  spring  floods;  and  they  have 
another  on  hand  about  11  miles  long  and  3  or  4  miles  wide. 

Mr.  Taylor.  But  they  are  not  charging  you  a  royalty  for  the  use 
of  water  that  drains  on  of  the  forest  reserve  yet?     [Laughter.] 

Mr.  Freeman.  No,  sir. 

Mr.  Raker.  Just  one  question  there.  From  the  legal  standpoint, 
from  the  knowledge  you  have  gathered  in  your  practice  in  regiard  to 
these  various  corporations,  the  provisions  of  this  bill  provide  a  penal 
clause  for  violation  of  the  bill,  and  also  authorizes  the  commission  to 
make  rules  and  regulations  in  the  nature  of  penal  clauses,  for  the 
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violation  of  which  the  violator  is  subject  to  fine  and  imprisonment. 
What  do  you  think  of  those  provisions  in  a  bill  of  this  kind,  Mr. 
Freeman,  under  the  law  where  the  States  control  to  regulate  these 
corporations  and  these  concerns  as  to  practically  all  matters,  as  well 
as  the  Federal  Government  under  this  bill?  What  is  your  view  of 
that  matter? 

Mr.  Freeman.  Well,  personally,  I  am  afraid  of  the  joint  jurisdic- 
tion. I  do  not  like  joint  jurisdiction,  because  we  may  have  a  State 
<3ommission  ordering  us  to  do  one  thing  and  the  national  commission 
ordering  us  to  do  another  thing.  It  would  be  very  hard  to  obey 
both  at  the  same  time  where  the  orders  are  antagonistic. 

Mr.  Raker.  Can  you  see  anything  detrimental  to  the  legislation  by 
reason  of  penal  provisions  in  it  ?  Would  there  be  any  hampering  of 
development  or  operation  ? 

Mr.  Freemak.  I  don't  think  so,  because  I  think  the  chances  of 
there  bein^  any  antagonism  between  the  two  different  commissions 
are  veiT  slight. 

Mr.  Kaker.  That's  all. 

The  Chairman.  We  are  very  much  obliged  to  you,  Mr.  Freeman. 

We  will  hear  Mr.  Harris  now. 


OF  HE.  JOHN  J.  HABBI8,  PBESEDENT  OP  THE  BIO 
HOEN  CANYON  IBEIOATION  &  POWEE  CO.,  HAEDIN,  HONT. 

Mr.  Harris.  The  Big  Horn  Canyon  Irrigation  &  Pow^  Co.  is 
a  company  organized  ror  the  purpose  of  developing  water  power, 
irrigating  lands,  and  the  construction  of  a  railroad,  all  located  in  a 
valley  totaling  about  800  square  miles. 

The  Chairman.  You  are  not  on  a  navigable  stream,  then? 

Mr.  Harris.  No;  we  are  on  the  Big  Horn  River,  a  nonnavigable 
waterway. 

This  project  was  begun  in  1912,  after  the  United  States  Govern- 
ment, through  its  Reclamation  Survey,  had  made  investigations 
with  regard  to  an  irrigation  project,  proposing  to  dam  up  the  mouth 
of  Big  Horn  Canyon  and  raise  the  water  to  a  sufficient  height  to 
irri^te  a  total  of  approximately  45,000  acres  of  land.  The  Recla- 
mation Service,  after  its  investigations,  concluded  that  the  project 
was  not  practicable;  that  the  cost  of  the  land  would  be  probably 
about  $45  an  acre,  a  cost  too  high  for  the  irrigation  of  that  territory. 
In  writing  to  Mr.  Newell  at  that  time,  who  was  director  of  the 
Reclamation  Service,  I  received  a  letter  from  him  to  the  effect  that 
the  need  for  the  irrigation  project  had  long  since  passed.  Then  the 
idea  occurred  to  me  that  taking  irrigation  and  connecting  it  with 
the  water  power  and  the  transportation  that  might  be  necessary 
through  the  valley,  a  distence  of  68  miles  from  one  end  of  it  to  the 
other,  that  it  might  be  made  a  practical  workable  project.  So  with 
that  object  in  view  we  went  to  work  and  filed  on  the  water,  under  the 
laws  of  the  State,  for  the  two  purposes,  and  incorporated  for  the 
three  features  under  the  laws  of  the  Stete  of  Montana. 

The  first  plan  contemplated  a  height  of  dam  toteling  about  175 
feet.  The  investigations  which  were  made  afterwards  by  survey* 
through  the  canvon  showed  us  oonclusivelv  that  the  175-foot  dam 
^\  oil  Id  not  be  a  nractical  proi^osition  from  a  commercial  viewpoUm 


258  WATER  POWER, 

that  tho  cost  of  the  power  that  might  he  generated  on  that  height  of 
<lani  would  be  too  high  to  be  of  any  commercial  value.  Our  investi- 
gations also  showed  that  the  higher  the  dam  the  cheaper  the  power 
in  proportion  to  the  amount  to  be  developed,  an  extraordinary 
feature.  It  was  shown  that  while  a  dam  480  feet  high  would  seem- 
ingly cost  about  four  times  the  height  of  a  200- foot  dam,  the  power 
would  be  increased  about  seven  times,  and  that  is  what  decided  the 
plans  for  the  high  dam,  conditioned,  however,  that  the  side  walls 
and  foundations  would  be  found  to  stand  the  pressure  and  the  stress. 
Of  course  that  was  to  be  determined  by  test  borings.  Those  have 
been  made  to  a  depth  of  140  feet,  and  the  foundation  seeips  to  be 
very  good,  probably  as  good  as  can  be  found  anywhere  in  the  country. 

The  situation  is  that  we  were  fortunate  in  that  i^gard,  because  at 
times,  as  I  understand,  in  connection  with  investigations  of  that 
kind,  it  is  necessary  to  go  to  three  or  four  points  and  test  the  founda- 
tion before  you  can  ascertain  that  vou  have  got  a  good  site  for  a  dam. 
However,  we  are  satisfied  with  the  location  that  has  been  selected, 
and  the  work  of  our  engineers  in  the  field  has  been  ratified  by,  I 
may  say,  some  of  the  most  eminent  men  in  America.  I  may  say,  Mr. 
Hugh  L.  Cooper,  of  New  York,  and  Gen.  Goethals  have  approved  it. 
I  have  Gen.  Goethals's  report  hei*e. 

I  have  made  a  note  of  some  of  the  questions  that  were  asked  yes- 
terday and  to-day.  One  has  reference  to  what  benefit  the  United 
States  Government  may  have  from  these  water-power  developments. 
Essentially  it  strikes  me  that  every  water  power  that  is  built,  whether 
it  is  on  navigable  waters  or  on  public  lands,  or  anywhere  else  in  the 
United  States,  contribute  to  the  conservation  of  flood  waters  and 
increased  navigation  of  streams.  Now,  in  our  case,  for  instance,  a 
dam  480  feet  high  would  give  us  a  lake  back  of  the  dam  57  miles  in 
length,  with  a  shore  line  of  over  200  miles,  in  a  territory  practically 
inaccessible,  in  a  canyon  the  walls  of  which  range  from  1,000  to  about 
3,000  feet  in  height.  The  history  of  that  canyon  is  that  more  men 
trying  to  get  through  there  have  died  in  the  attempt  than  have 
gotten  through  alive,  until  our  engineers  went  through  there  and 
worked  for  about  a  year  procuring  data,  data  which  the  Government 
did  not  have  previous  to  that  time.    They  have  got  it  now. 

The  project  is  located — I  will  point  it  out  on  the  map  here — ^in  the 
southeastern  portion  of  Montana  on  the  Big  Horn  River  and  partly 
in  Wyoming  [indicating  on  map].  The  total  length  of  the  irriga- 
tion feature,  the  railroad,  the  reservoir,  and  all  is  about  126  miles. 
We  are  in  a  position  there  where  we  can  electrify  about  1,500  miles 
of  transcontinental  railway  with  a  transmission  distance  not  to  ex- 
ceed 200  miles.  We  could  carry  the  Milwaukee  from  its  eastern  ter- 
minus now  400  miles,  the  Northern  Pacific  about  350  or  400  miles, 
the  Burlington  about  500  miles^  the  Great  Northern  probably  200  to 
250  miles  within  that  transmission  distance.  So  we  are  compelled  to 
rely  on  the  railroad  proposition- — contracting — ^gettii\g  contracts 
from  the  railroads.  The  situation  is  this :  If  a  railroad  contracted 
for  the  power  to-day  it  could  not  be  delivered  until  four  years  hence, 
so  whatever  plans  are  contemplated  for  that  time  would  haive  to  be 
arranged  for  to-day,  showing  the  necessity  for  advance  arrangement 
on  projects  of  this  character. 

The  Big  Horn  River  has  a  drainage  area  of  21,000  square  miles; 
about  half  the  size  of  the  State  of  Mississippi.    The  water  that  we 
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would  store  there  under  a  variable  head — ^that  is,  the  head  of  storage 
that  you  could  call  practically  flood-water  storage — a  head  from  an  ele- 
vation of  160  feet  from  the  top  of  the  reservoir  down.  There  would 
be  about  30,000,000,000  cubic  feet  of  storage,  and  that  would  mean — ^I 
am  speaking  of  flood-water  conservation — a  stretch  of  water  about  60 
miles  long,  5  miles  wide,  and  5  feet  deep  taken  from  the  floods  of 
the  Mississippi,  Missouri,  and  Yellowstone,  and  all  rivers  from  the 
Big  Horn  down  to  the  Gulf.  The  Big  Horn  River  has  a  flow  at  the 
minimum  season  of  the  year  of  1^00  cubic  second-feet.  The  maximum 
flow  is  about  45,000  cubic  feet.  By  this  project  as  planned  the  mini- 
mum flow  would  be  increased  to  about  4,000  cubic  second-feet  and  the 
maximum  reduced  to  about  8,000  cubic  feet,  showing  to  what  extent 
the  floods  there  would  be  controlled.  You  might  say  that  by  one 
structure  you  effected  the  flood  control  of  a  territory  of  21,000  square 
miles. 

Mr.  EscH.  That  would  be  true  if  the  dam  were  practically  at  the 
mouth  of  the  Big  Horn,  but  it  is  not. 

Mr.  Harris.  Yes;  it  is.  Nevertheless,  it  would  be  true,  figuring 
the  territory  from  the  dam  site  to  a  point  north  in  the  direction  the 
river  flows,  because  the  water  to  the  northward  would  be  controlled 
in  like  proportion  as  it  would  be  southward.  The  rule  would  hold 
as  to  the  water  part  of  it.  The  sediment  flow,  which  is  the  thing  that 
causes  our  greatest  floods — as  I  understand  it  from  men  that  have 
navigated  the  Mississippi  River  for  years — ^the  sediment  is  the  thing 
that  throws  rivers  out  of  banks.  Our  fall  up  there  is  8  feet  to  the 
mile.  At  Memphis  I  think  the  Mississippi  flows  at  a  fall  of  about  S 
or  4  inches.  I  don't  know  exactly,  but  I  think  it  would  be  about  4 
inches  to  the  mila  Our  volume  up  there  on  that  8-foot  fall  in  flood 
season,  when  the  river  is  flowing  45,000  cubic  feet,  would  be  about 
9  miles  an  hour.  The  stream  would  measure  in  width  about  500  feet 
and  in  average  depth  about  10  feet.  After  it  leaves  there  and  gets 
down  to  the  Mississippi  that  same  quantity  is  reduced  in  its  fall  to 
the  extent  of  twenty-five  times — ^you  do  not  increase  the  volume  that 
much,  of  course  not,  but  you  will  have  engineers  here  that  will  be 
able  to  answer  you  on  that.  I  am  not  an  engineer,  but  I  am  trying 
to  get  at  this  as  a  layman  would ;  from  an  layman's  viewpoint  as  the 
project  has  developed.  I  initiated  the  plans  in  conjunction  with 
other  men  of  Hardin,  Mont.,  and  the  thing  appeared  to  me  in  this 
light,  that  the  volume  at  least  would  be  increased  six  or  seven  times, 
so  that  when  you  saw  the  same  Big  Horn  River  down  at  Memphis 
you  would  not  recognize  it.  The  sediment  part  of  it  is  the  thing  that, 
as  I  say^  affects  the  situation  seriously.  In  the  high-water  season  in 
our  territory  the  banks  of  the  river  are  cut  away  probably  10  or  15 
feet  a  day  and  the  river  is  just  murky  with  mud.  When  tne  river  is 
at  low  stage  there  is  no  sediment.  By  this  operation  you  are  retard- 
ing the  flow  from  45,000  to  8,000  cubic  second-feet  and  eliminating 
to  that  extent  the  creation  of  stream  sediment  not  only  in  our  terri- 
tory, but  from  there  on  all  the  way  down  to  and  including  the  Mis- 
sissippi ;  also,  you  are  saving  to  a  great  extent  the  river  banks  from 
cutting  along  the  Missouri.  Our  river  empties  into  the  Yellowstone, 
the  Yellowstone  empties  into  the  Missouri,  and  the  Missouri  into  the 
Mississippi. 

It  strikes  me  that  that  is  really  the  big  saving  of  the  proposition 
from  a  flood-storage  standpoint. 
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The  other  point  is  this:  While  our  rivers  in  that  territory  have 
been  navigated  in  the  past,  for  instance,  during  the  time  of  Custer'B 
battle,  Gen.  Terry  came  up  the  Big  Horn  in  a  steamer  as  far  as 
the  mouth  of  the  Little  Big  Horn  River,  but  since  that  time  there 
have  been  no  boats  up  there.  The  same  operation  that  contributes 
to  one  of  the  greatest  power  developments  on  this  continent,  that 
same  operation  of  storage,  contributes  to  tlie  navigability  of  the 
rivers,  if  a  flow  of  1,200  cubic  feet  per  second  would  not  be  enough 
for  navigation  now,  we  could  tlien  increase  it  to  4,000  cubic  feet« 
which,  of  course,  would  be  caused  by  the  power  development.  Then, 
of  course,  in  the  summer  time,  in  the  irrigation  season,  consider- 
able water  would  be  used — that  is,  flood  water,  for  irrigation  pur- 
poses. That  is  all  I  wish  to  say  about  the  flood-storage  proposition 
and  the  navigation  of  streams. 

The  j^oint  was  raised  here  yesterday  with  regard  to  water-power 
men  going  into  these  developments  solely  for  what  finances  they 
might  be  able  to  secure  out  of  them.  That  might  be  true  to  some 
extent,  but  I  don't  think  it  is  of  first  importance  with  them.  I  think 
these  developments  are  initiated  by  men  in  the  United  States  with 
the  main  object  of  accomplishing  something — accomplishment  is 
the  thing  that  inspires  them  to  develop.  I  know  that  is  true  in  our 
case,  because  I  know  we  took  a  chance  in  this  project  when  we 
couldn't  get  our  own  town  people  at  first  to  give  us  any  recogni- 
tion. They  would  not  put  1  cent  into  this  thing  then,  we  we  ffot  to 
where  we  sold  our  lands  at  a  discount  of  50  per  cent  in  order  to 
keep  the  project  going.  They  thought  it  was  a  wild-cat  proposition. 
I  know  that  the  men  I  have  consulted,  some  of  the  consulting  engi- 
neers, have  done  as  much  as  $10,000  worth  of  work  without  1  cent 
of  charge — ^from  the  interest  that  they  have  felt  in  the  men  that 
were  benind  this  movement.  I  know  that  we  have  engineers  that 
have  gone  into  this  canyon  and  made  these  surveys  who  would 
never  have  made  those  surveys  if  they  had  been  paid  by  the  month  on 
the  proposition  of  gold  or  silver,  because  oi  the  fact  that  they 
were  interested  directors  and  stockholders  in  the  company  and  had 
their  every  interest,  their  all,  in  the  proposition,  and  that  inspired 
them  to  accomplish  that  work.  And  I  really  think  that  they  would 
resent  it  very  much  if  one  should  suggest  that  they  went  in  there 
on  a  purely  doUar-and-cents  proposition.  However,  they  naturally 
looked  at  the  project  from  the  viewpoint  that  they  would  be  com- 
pensated and  well  compensated  for  their  work. 

There  are  one  or  two  points  with  i*egard  to  this  bill  that 
1  shall  speak  of  before  I  close;  but,  leading  up  to  them,  there 
is  the  question  of  time.  If  we  had  been  compelled,  in  our  posi- 
tion as  a  company,  to  go  out  and  finish  all  of  our  preliminary 
work  on  the  railroad  feature,  the  preliminary  and  location  surveys 
on  100  miles  of  irrigation  canals;  the  preliminary  surveys  on  a 
canyon  57  miles  in  length,  taking  elevations  from  the  water  line  to 
450  feet  above;  the  testing  of  tne  foundations  for  a  dam  site  by 
the  diamond-drill  process  and  extracting  the  core — all  necessary 
preliminary  work  on  which  to  base  estimates  for  the  construction  of 
the  project,  and  all  necessarv  before  you  get  the  money  to  finance 
it/^why,  it  is  a  question  with  me  if  this  could  be  done  in  three 
vears — I  know  it  hasn't  been  done  in  three  vears.     We  have  been 
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at  this  business  for  six  years,  of  course,  under  very  unfavorable 
laws.  I  spoke  to  Mr.  Merrill  about  the  provision  in  the  proposed 
bill.  He  thinks  it  is  covered — ^that  a  person  might  get  an  extension 
after  three  years  in  his  first  permit.  But  here  is  the  point:  When 
an  aggregation  of  men  go  in  there,  and  they  are  men  of  meager 
means,  because  they  are  local  men — you  can't  get  a  man  from 
the  East,  from  New  York  with  his  millions  to  so  out  there  and  do 
this  pioneering  work;  it  bas  got  to  be  done  oy  some  local  men 
who  take  an  interest  in  the  country,  not  the  other  fellow — when  they 
go  in  there  and  put  in  all  they  have  got  in  the  world,  totaling  as 
.nuch  probably  as  $200,000  or  $300,000— a  company  of  tbem-y-and 
they  can  not  complete  the  work  within  three  years,  the  preliminary 
work,  have  everything  ready,  and  then  to  lose  out,  it  seems  to  me 
to  be  a  very  unjust  condition.  I  really  think  that  it  would  mean 
a  whole  lot  of  litigation.  There  would  be  no  stimulation  or  en- 
couragement or  initiative  in  water-power  development.  Of  course, 
there  are  others,  again,  that  might  want  to  speculate  on  water 
powers;  but  it  is  pretty  hard  to  frame  a  bill  that  would  cover  the 
point  and  cover  it  for  the  protection  of  the  Government  and  the 
men  that  would  go  out  and  do  this  work.  Bat  it  does  strike  me  that 
that  mi^ht  be  left  to  the  discretion  of  the  commission,  and  that  they 
might  give  as  much  as  five  years  where  a  project  totaled  a  construc- 
tion cost  of  $20,000,000,  and  wherein  it  carried  two  or  three  features. 
Of  course,  if  it  was  just  water  power  alone  it  would  be  different. 
This  bill  is  intended  only  for  water  power,  but  in  our  case  you  can 
not  disconnect  the  irrigation  or  the  railroad  features.  When  we 
build  a  railroad  to  serve  the  country  we  will  ultimately  build  a 
road  to  the  dam  site  to  get  the  material  for  constructing  the  dam,, 
and  when  we  build  the  dam  for  power  we  are,  at  the  same  time, 
building  over  $1,000,000  worth  of  irrigation  in  tbe  raising  of 
water  by  the  same  dam  for  the  irrigation  of  the  land  in  the  higher 
reaches.  So  you  can  not  disconnect  the  projects  from  an  economic 
viewpoint;  and.  for  that  reason,  I  would  suggest  to  the  committee 
that  they  see  ii  they  can  not  make  some  provision  to  take  care  of 
mch  projects  and  that  kind  of  a  situation. 

The  other  point  that  I  had  in  mind  here  is,  on  page  16,  line  14, 
after  the  word  "  licensee,"  I  would  insert  the  words  "  or  the  United 
States." 

On  line  15,  of  the  same  page,  after  the  word  "  by,"  I  would  insert 
^  the  licensee  or  by." 

On  the  same  line,  after  the  word  "States,"  I  would  insert  the 
words  "  or  both." 

On  line  16,  after  the  words  "  head  water,"  I  would  insert  "  and 
flood  storage.*' 

On  line  19,  after  the  word  "locks,"  I  would  insert  "storage  reser- 
voirs," if  it  is  intended  by  this  language  to  vest  the  commission 
with  authority  to  administer  this  law  and  in  their  discretion  to 
reduce  royalty  charges  where  a  concern  constructs  locks  and  dams 
for  navigation.  (I  took  this  up  with  Mr.  Merrill  also,  and,  of  course, 
H  may  he  that  the  points  that  I  have  suggested  here  as  an  amend- 
ment may  not  be  essential ;  but  it  struck  me  that  they  were.)  That 
would  provide  that  the  Government  would  give  consideration  to  a 
man  constructing  reservoirs  for  navigation  as  well  as  for  power 
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development.  He  might  be  induced  by  the  provisions  of  this  law 
to  build  a  gi-eater  reservoir  for  storage  to  aid  navigation  and  to 
retard  floods  than  he  would  if  this  amendment  was  not  in  here. 
And  since  the  bill  is  intended  to  vest  the  commission  with  discre- 
tionary power  regarding  locks  for  the  aid  of  navigation,  it  might 
also  be  applied  to  affect  storage  reservoirs  in  the  aid  of  navigation; 
and  where  they  were  built  by  the  Government  the  Government 
would  use  that  as  a  reason  for  drawing  a  greater  royalty  charge. 
They  might  be  built  by  private  parties,  and  they,  too,  might  have 
their  royalty  charge  reduced  by  reason  of  such  extra  construction. 
Hence  the  suggested  amendment. 

The  point  just  raised  a  little  while  ago — I  may  not  have  under- 
stood the  chairman  correctly  on  that;  but  as  I  got  it  it  was  with 
reference  to  imposing  on  the  Government-r-that  this  bill  might 
impose  a  burden  on  the  Government  on  navigable  waters  where 
power  plants  were  contemplated,  by  necessitating  the  enactment  of 
legislation  to  aid  in  the  construction  of  locks,  and  so  on,  in  the  aid 
^f  navigation. 

The  Chairman.  That  was  Mr.  Esch. 

Mr.  Harris.  You  made  that  point,  Mr.  Esch  ? 

Mr.  Esch.  Yes. 

Mr.  Harris.  It  strikes  me  in  that  connection  that  whatever  aid 
the  Government  might  give  would,  in  my  opinion,  be  less  than  the 
amount  that  the  Government  would  save  by  enacting  this  law  in 
the  construction  of  water  powers  to  conserve  flood  waters.  For  in- 
stance, just  about  a  year  ago  $60,000,000  was  appropriated  for  the 
construction  of  dike^  and  levees  along  the  Mississippi.  There  has 
been  a  total  of  $120,000,000  previously  appropriated  along  that 
line,  I  understand.  Well,  it  seems  to  me  that  if  a  measure  of  this 
kind  could  be  enacted  into  law,  and  this  water  be  conserved  in  the 
high  reaches,  that  we  would  get  away  from  the  floods  to  such  an 
extent  that  we  might  save  enough  to  enable  the  Government  to  well 
afford  the  construction  of  extra  locks  and  dams,  and  to  pay  their  pro- 
portionate part  of  such  construction. 

Mr.  Esch.  Well^  since  the  terrible  floods  in  the  Ohio  in  1918,  when 
the  fall  in  the  Ohio  head  waters — ^the  rivers  flowing  into  the  Ohio — 
was  equivalent  to  enough  to  raise  Lake  Erie  several  inches,  I  wonder 
if  human  ingenuity  or  skill  could,  by  the  reservoir  plan,  stop  floods 
in  the  lower  regions  of  the  Ohio  and  Mississippi. 

Mr.  Harris.  It  would  strike  me  that  way  in  our  irrigated  western 
<»ountry — that  they  can  reduce  it  ultimately  in  the  West  about  50  per 
cent;  and  if  you  reduce  the  sediment,  that  is  the  thing.  The  first 
thing  that  strikes  us  is  the  water  flow;  but  it  seems  that  the  big 
thing  that  is  really  doing  the  damage  is  the  sediment  flow. 

Mr.  Esch.  Would  there  be  any  danger  of  your  dam  being  filled 
with  sediment? 

Mr.  Harris.  In  the  course  probably  of  300  or  400  years,  I  think, 
the  engineers  would  be  able  to  answer  that  it  would. 

Mr.  Esch.  Well,  that  would  not  bother  us.    [Laughter.] 

Mr.  Harris.  But  the  proposition,  as  I  understand  it,  is  that  that 
sediment  is  caught  in  the  stream's  flood,  and  you  are  eliminating  the 
stream  flood  which  cuts  it ;  you  are  doing  that  by  every  power  profject 
vou  build. 
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Mr.  EscH.  Well,  I  see  your  point — that  if  you  build  a  dam  to  con- 
trol flood  waters,  although  incidentally  power  is  developed,  the  Gov- 
ernment should  give  some  consideration  to  you  for  doing  that.  The 
project  aids  navigation  and  prevents  flooda    That  is  your  point? 

Mr.  Harris.  I  think  it  would  be  encouraging  the  individual,  who- 
ever undertakes  to  carry  a  phin  through,  to  help  them  in  providing 
for  that  plan.  That  is  the  point.  Then,  again,  on  the  other  hand, 
with  regard  to  the  three-year  clause  in  connection  with  financing  our 
project,  I  have  met  with  pi*obably  many  of  the  largest  owners  of  water 
powers  in  America.  I  have  found  them  all,  without  a  single  exception, 
the  very  finest  kind  of  men  to  deal  with.  1  want  to  say  that  I  struck 
one  party — not  a  power  developer,  however — that  rather  intimated 
that  the  time  mignt  come  when  we  v»ould  have  to  turn  loose  the 
project  on  the  time  expiring,  and  thi  y  might  be  in  the  field  for  it. 
But  they  are  not  in  the  power  business,  mind  you.  Now,  this  would 
be  the  only  possible  way  that  a  party  like  that  could  get  in  and 
get  a  project,  to  the  detriment  of  the  originals  and  of  the  Govern- 
ment— of  course,  this,  without  this  amendment,  could  be  done,  but, 
with  it,  that  party  might  be  induced  to  put  energy  into  a  deal  and 
help" to  carry  it  through,  if  they  knew  that  by  holding  off  they  could 
not  accomplish  their  ends.  They  would  then  be  encouraged  by  such 
legislation  to  help  you  go  on  through  with  the  project,  rather  than  to 
sit  back  on  their  haunches  and  wait  for  your  time  to  expire. 

Mr.  Escii.  I  hope  you  will  not  be  discouraged  in  financing  your 
very  worthy  project.  You  want  to  take  courage  from  Mr.  Cooper's 
experience,  who  looked  over  your  project  and  who,  you  psrnaps 
laiow,  sought  financial  aid  from  40  investment  institutions  of  the 
United  States,  and  failed,  and  finally  went  to  Belgium  or  Holland 
und  got  a  start.    I  hope  you  will  not  have  that  kind  of  an  experience. 

Mr.  Harris.  I  want  to  say  this,  that  we  have  got  a  bunch  connected 
with  that  project  out  there  that  don't  know  what  fail  means. 
[Laughter.]  If  that  point  was  covered  in  a  broad  way,  however, 
it  would  help  to  keep  the  waiting-for-you-to-fail  man  honest,  rather 
than  to  encourage  him  to  sit  back  and  help  to  do  the  reverse  thing, 
destroying  the  other  fellow  to  get  his  surveys  and  all  that. 

Now,  I  don't  want  to  impose  on  your  time,  gentlemen,  but  I  want 
to  show  you  about  the  volume  of  work  required  to  get  a  power  site ; 
but  I  was  scheduled  here  for  half  an  hour  and  I  have  exceeded  that 
time  now.  I  want  to  say  if  men  go  in  there  and  spend  several  hun- 
dred thousand  dollars  in  that  kind  of  work  they  should  certainly 
have  all  the  protection  possible  to  get,  and  if  they  were  protected  the 
project  would  be  financed  and  constructed  a  whole  lot  earlier  than 
if  they  were  not  protected,  because  there  would  be  no  reason  then 
for  the  financier  to  sit  back  and  hold  off.  They  would  just  go 
through  with  the  project  on  its  merits.  I  earnestly  suggest  these 
words  as  a  r.ason  for  an  amendment,  whatever  the  language  may 
be.  I  am  not  a  lawyer.  I  noticed  the  need  of  it  in  here  and  T  wanted 
to  call  it  to  your  attention. 

Mr.  Eaker.  Mr.  Chairman,  it  is  a  few  minutes  of  5  now,  and  I 
would  like  to  suggest  that  Mr.  Harris  be  given  15  minutes  in  the 
morning  to  show  the  details  of  their  development,  because  it  is  just 
stich  men  as  this  that  have  brought  about  results  in  the  West,  and  I 
am  deeply  interested  and  would  like  to  have  the  whole  committee 
hear  that. 
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The  Chairman.  The  principal  point  of  your  suggestion  is  that  we 
fidiourn  now  until  to-morrow  morning! 

Mr.  Kaker.  And  then  give  Mr.  Harris  15  minutes  in  the  morning. 
You  would  rather  do  that,  would  you  not,  Mr.  Harris? 

Mr.  Harris.  Yes;  I  would  rather  do  that. 

The  Chairman.  We  will  take  a  recess  now  until  10.30  to-morrow 
morning. 

(Whereupon,  at  4.50  o'clock  p.  m.,  the  committee  adjourned  undl 
10.30  a.  m.  Thursday.  March  21,  1918.) 


House  of  Representatives, 
Committee  on  Water  Power, 

Thursday^  March  W,  1918, 

The  conmiittee  met  at  10.30  o'clock  a.  m.,  Hon.  Thetus  W.  Sims 
(chairman)  presiding. 

The  Chairman.  The  committee  will  come  to  order. 

Mr.  Harris.  Mr.  Chairman,  for  the  information  of  the  committee, 
I  want  to  say  that  Mr.  Britton  has  something  to  present  to  the  com- 
mittee, and  i  want  to  yield  in  order  for  Mr.  Britton  to  make  a  diort 
statement. 

The  Chairman.  1  want  to  ask  permission  for  Mr.  Chadwick,  of 
New  York,  to  proceed  for  20  to  30  minutes.  Mr.  Chadwick  is  a 
ui(nnb{»r  of  the  Chamber  of  Commerce  of  the  State  of  New  York  and 
commissioner  of  the  Board  of  Water  Supply  of  the  city  of  New 
York,  and  the  secretary  of  the  chamber  of  commerce  wired  me  Mon- 
day to  know  if  Mr.  Chadwick  might  appear  before  the  committee 
to-dav,  Thursday,  and  I  wired  him  that  he  could.  Mr.  Chadwick  is 
now  here  in  response  to  that  wire  and  wants  to  get  away  as  soon  as 
possible,  and  told  me  he  would  not  require  over  20  or  30  minutes 
unless  the  conunittee  detained  him  longer  by  interrogatories,  and  I 
then  told  him  that  I  would  ask  that  he  be  heard  first  this  morning, 
if  it  would  not  displace  anybody,  and  therefore,  without  objection, 
Mr.  Chadwick  will  be  heard  for  20  or  30  minutes  for  his  preliminary 
statement. 

Mr.  Weston.  Mr.  Chairman,  Mr.  Mclntyre,  of  the  Newspaper 
Publishers'  Association  is  before  two  other  hearings;  he  is  before  the 
Federal  Trade  Commission  and  also  the  Fuel  Commission,  and  if  it 
is  possible  he  would  like  to  appear  here  for  not  to  exceed  five  minutes. 

The  Chairman.  As  I  have  said,  I  answered  the  telegram,  and  Mr. 
Chadwick,  who  is  a  State  official,  came  here  in  response  to  my  reply, 
and  I  thought  at  that  time  it  would  not  be  difficult  on  Thursday  to 

§ive  him  time  for  his  statement.    He  is  now  here  and  waiting  and* is  a 
tate  official,  and  I  feel  somewhat  in  a  situation  where  I  am  almost 
compelled  by  my  wire  to  hear  him  at  this  time,  and  there  will  still  bo 
time  to  hear  the  other  gentlemen  before  the  noon  recess,  because  I  do 
not  think  Mr.  Chadwick  will  require  very  much  time  unless  the  mem- 
bers of  the  committee  detain  him. 
Mr.  Baker«  Is  the  witness  here? 
The  Chairman.  Yes;  he  is  here  waiting  now. 
Mr.  Raker.  Then  let  us  proceed. 
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STATEMENT   OF  lOL.   CHABLES  N.   CHADWICK,   MUNICIPAL 

BUILBIHO.  HEW  YOEK  CITY. 


The  Chairman.  Mr.  Chadwick,  3'ou  may  state  your  name  ami 
official  position  and  then  proceed  in  your  own  way. 

Mr.  Chadwick.  I  am  chairman  of  the  committee  on  conservation 
of  State  watei-s.  lands,  and  forests  of  the  (^hamber  of  Commerce 
of  the  State  of  New  York.  I  am  also  commissioner  of  the  board 
©f  water  supply,  which  has  built  the  Catskill  Aqueduct  to  deliver 
water  into  the  City  of  New  York. 

Mr.  Chairman  and  gentlemen  of  the  connnittee:  I  am  here  in 
behalf  of  the  chamber  of  comnierce  in  support  of  a  bill  which  has 
been  introduced  by  request,  known  as  H.  R.  9681.  I  notice  in  this 
bill,  which  is  a  draft  of  a  bill  which  the  chamber  of  commerce  de- 
sired to  be  introduced,  one  change,  and  that  is  the  number  of  com- 
missioners as  set  forth  in  the  bill  of  the  chamber  of  commerce  as 
fiA'e  has  been  changed  to  seven.  Otherwise  that  bill  is  identical 
with  the  bill  which  the  chamber  of  commerce  has  indorsed.  This 
bill  provides  for  the  appointment  of  a  commission  to  be  known  as  the 
National  Board  of  W  ater  Ccmservation,  to  be  appointed  by  the 
President,  subject  to  the  advice  and  consent  of  the  Senate,  ami  pro- 
vides that  there  shall  be  one  commissioner  from  New  England  and 
from  New  York  State,  one  from  the  Stales  west  thereof  to  the  Mis- 
sissippi River,  one  from  the  States  west  of  the  Mississij)pi  to  the 
Rockv  Mountain  Divide:  one  from  the  Pacific  coast,  ond  one  from 
the  Southern  States.  The  reason  for  that  is  that  it  is  necessary  to 
bring  into  a  board  of  this  character  representatives  from  the  humid, 
the  arid  and  the  semiarid  States,  in  order  to  treat  the  subject  as  a 
whole.  The  bill  provides  that  this  board  shall  have  power  to  appoint 
a  chairman  from  among  its  own  members,  to  select  and  appoint 
secretaries,  counsels  and  attorneys,  special  experts,  engineers,  etc., 
with  the  usual  detailed  provisions  for  expenses  and  headquartei's  at 
Washington. 

There  is  another  provision  that  I  want  to  call  your  especial  atten- 
tion to,  that  these  commissioners  shall  be  aj)pointed  for  a  term  of 
seven  yeare,  and  as  each  goes  out  his  place  shall  be  filled  either  by 
himself,  if  he  has  made  good,  or  by  sonu*  new  appointee;  but  the 
provision  I  desire  particuhirly  to  call  your  attention  to  is  that  no 
member  of  the  board  shall  be  removed  except  for  incompetency  or 
misconduct  shown  after  a  hearing  upon  due  notice  and  upon  stated 
charges.    The  reason  for  that  I  will  explain  later. 

Section  2  provides  that  the  National  Hoard  of  Water  Conservation 
shall  have  trie  control  and  the  jurisdiction  of  the  interstate  waters 
€ft  the  United  States.  It  shall  be  the  duty  of  the  board  to  proceed 
immediately,  and  with  all  reasonable  speed,  to  ascertain  what  are 
the  inteiTState  streams  of  the  United  States  most  available,  desirable. 
and  best  for  development,  control  and  jurisdiction. 

There  is  quite  a  variety  of  opinion  as  to  what  an  interstate  stream 
is,  whether  it  takes  in  the  tributary  streams  which  are  navigable 
or  not.  According  to  the  interpretations  of  the  various  States,  as, 
for  instance,  in  the  State  of  Mame,  a  stream  that  will  carry  a  log  is 
a  navigable  stream,  and  in  the  State  of  New  York  one  that  will 
transport  commerce,  agricultural  products,  and  things  of  that  kind 
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is  a  navigable  stream.  That,  you  can  see,  opens  un  the  question  in 
a  very  broad  way  in  the  matter  of  State  rights  ana  Federal  control 
and  has  to  be  considered  in  your  deliberations. 

Now,  it  shall  be  the  duty  of  this  commission  to  study  the  prob- 
lem relating  to  conservation  of  rainfall. 

I  have  gone  back  to  the  use  of  the  normal  rainfall  as  it  comes  from 
the  sky,  because  that  should  be  the  basis  of  all  legislation  in  relation 
to  this  great  problem,  of  which  hydroelectric  j)ower  is  a  detail. 

In  the  study  of  the  conservation  of  rainfall  it  shall  take  into  its 
consideration  preservation  of  forests  and  reforestation;  control  of 
freshets  by  means  of  storage  reservoirs,  lateral  canals,  dikes,  and 
levees,  and  channel  improvements ;  recovering  desert  and  wast«  lands 
by  irrigation  and  tree  planting  and  swamp  lands  by  drainage;  and 
one  of  the  most  important  things,  as  it  seems  to  me,  a  study  of  the 
problem  of  the  pollution  of  interstate  waters. 

It  shall  also  study  the  problems  relating  to  the  utilization  of  rain- 
fall for  potable  purposes,  as  for  preservation  of  watersheds  and  the 
sanitary  control  thereof.  (That,  I  may  say,  gentlemen,  is  the  particu- 
lar work  that  for  the  last  20  years  I  have  been  engaged  upon.)  The 
utilization  of  rainfall  for  commercial  use :  Navigation  or  water  trans- 
portation, aided  by  storage  reservoirs,  regulation  of  stream  flow  and 
waterways,  and,  lastly,  development  of  hydroelectrical  and  other 
power  and  control  thereof. 

It  shall  also  study  the  problems  relating  to  the  climatic  conditions 
of  the  States,  whether  humid,  semiarid,  or  arid,  and  the  rules  and 
regulations  controlling  the  waters  therein ;  and  it  shall  compile  infor- 
mation and  make  recommendations  concerning  the  revision  and  codi- 
fication of  these  water  laws  and  the  passage  oi  new  laws  coordinating 
Federal  and  State  jurisdiction;  and  shall  make  reconmiendations 
from  time  to  time  to  Congress.  That  is  the  first  function  of  this 
proposed  commission. 

The  second  function  is  that  this  board  shall  make  such  surveys, 
maps,  plans,  specifications,  estimates,  and  investigations  as  it  may 
deem  proper  in  order  to  acertain  the  facts  as  to  said  interstate 
streams,  and  shall  report  to  the  Congress  with  recommendations  as 
to  what  action  shall,  in  its  opinion,  be  taken  with  reference  thereto. 

Section  3  of  H.  R.  9681,  in  four  lines  and  a  half,  covers  the  possi- 
bilities of  legislation  that  mav  be  necessary  to  be  enacted  by  Congress 
from  time  to  time  in  the  solution  of  this  ^reat  problem  of  the  control 
and  utilization  of  the  rainfall  of  the  ITnited  States  and  the  passage 
of  necessary  laws  in  relation  thereto,  whether  in  humid,  arid,  or 
semiarid  States. 

The  sohition  of  this  problem  is  of  such  a  character,  dependent  as  i^ 
is  upon  the  conditions  of  humidity  in  different  sections  of  the  coun- 
try, that  it  must  be  handled  as  individual  projects,  under  expert  ad- 
vice, in  a  broad  way,  without  the  limitations  of  some  blanket  statute 
which  of  necessity  is  inherently  limited  in  its  scope.  This  section, 
therefore,  has  been  drafted  with  that  purpose  in  view.  It  gives  the 
commission  broad  powers  of  action,  subject  to  the  Congress  for  ap- 
proval, authorization,  and  appropriation  of  necessary  funds. 

The  other  provisions  simply  have  reference  to  the  details  and 
explain  these  other  sections. 

Now,  I  want  to  give  you  a  little  bit  of  the  history  of  this  act,  if  I 
may  be  permitted,  Mr.  Chairman,  in  order  that  I  may  bring  clearly 
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before  your  committee  the  ivaj^ons  why  this  act  was  ch-afteil  and 
drafted  as  it  is. 

Some  20  years  ago  there  was  a  condition  of  drought  in  Brooklyn, 
and  the  Manufacturers'  Association  of  Brooklyn,  of  which  I  was  a 
member  then  and  am  now,  appointed  a  special  committee  in  1896  to 
take  up  the  study  of  this  problem.  I  was  made  chairman  of  that 
committee.  We  spent  some  eight  yeare  in  this  work,  not  only  in  the 
study  of  the  problem  but  in  an  effort  to  create  in  New  Yorli  City  a 
public  sentiment  which  would  permit  the  appointment  of  a  nonpar- 
tisan business  commission  to  take  up  this  great  problem  of  water. 
This  was  before  the  consolidation  of  Brooklyn  and  New  York,  We 
soon  found  that  it  was  a  problem  bigger  than  Brooklyn  and  one 
involving  a  Greater  New  York. 

In  the  report  made  by  that  conunittee  in  1897  there  were  four  fun- 
damental propositions  laid  down:  First,  as  I  said,  that  it  should 
contemplate  the  problem  of  water  supply  for  a  Greater  New  York. 
Sexrond,  the  great  question  of  how  it  should  be  financed.  To  subtract 
from  the  budget  of  the  city  of  New  York  a  sum  of  money,  which  at 
that  time  was  put  down  at  $100,000,000  to  do  this  work,  would  in- 
terfere with  the  other  activities  of  the  city  and  would  invite  the  an- 
tagonism of  the  departments  of  police,  health,  schools,  and  so  on, 
and  justly.  Therefore  there  was  but  one  thing  to  be  done,  and  that 
was  to  amend  the  constitution  of  the  State  of  New  York  and  to 
separate  the  water  debt  from  the  constitutional  debt  limit  to  finance 
the  work,  and  enable  it  to  be  done  with  speed  and  economy  and  in 
a  satisfactory  way.  After  eight  years  of  discussion  and  of  effort  of 
one  kind  and  another,  that  was  accomplished  in  1904.  Third,  it 
was  found  through  past  experience  that  with  changing  administra- 
tions, connnissioners  coming  and  going,  there  was  no  possibility  of 
continuity  of  plan  and  of  administration,  and  therefore  it  was  neces- 
sary to  appomt  a  commission  of  business  men  who  should  have 
charge  of  this  work  from  start  to  finish  and  whose  term  of  office 
should  be  continuous  and  who  could  not  be  removed  because  of  the 
hysteria  of  the  moment  by  reason  of  something  that  had  been  done 
which  did  not  appeal  to  the  people  at  that  time  by  reason  of  the 
fact  that  they  were  not  in  possession  of  all  the  facts.  Fourth,  that 
the  plans  should  contemplate  a  period  of  at  least  50  years,  so  that 
the  work  mij^ht  be  done  in  harmony  with  a  general  plan  and  there- 
fore economically  done. 

Before  those  measures  could  be  crvstalized  into  statute,  it  be- 
came  necessary  through  a  campaign  of  education  to  bring  the  great 
civic  bodies  of  New  York  behind  it,  working  independently  of  the 
political  parties  of  the  day.  It  took,  as  I  said,  eight  years  to  do 
that,  and  finally  at  a  conference  in  the  City  Cluo  of  New  York,  an 
invitation  was  sent  out  inviting  a  conference  of  the  representatives 
of  the  chamber  of  commerce,  the  merchants'  association,  and  other 
large  organizations,  and  after  six  months  of  consultation  an  agree- 
ment was  reached,  and  the  final  bill,  which  had  previously  been  in- 
troduced in  1901  and  successively  every  year  thereafter,  was  agreed 
upon  and  sent  to  Albany.  It  passed  the  legislature  and  is  known  as 
chapter  724,  Laws  of  1905. 

Now  in  the  matter  of  legislation,  I  may  sav  I  drafted  that  bill  and 
introduced  it  in  the  legislature  in  April,  1901,  and  some  one  said  to 
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me,  "Mr.  Chadwick,  how  do  you  expect,  when  the  legislature  is 
about  to  adjourn,  to  get  such  a  Lill  through?"  I  replied  that  it  was 
the  matriculation  of  the  bill,  and  it  would  receive  its  Imccalaureat-e 
<legree  in  four  years,  and,  as  a  matter  of  fact,  it  did. 

I  speak  of  these  things,  gentlemen,  in  order  that  you  may  under- 
stand that  a  big  work  is  not  put  on  its  feet  hastily,  and  not  without 
apathy,  antagonism,  and  indifference,  but  that  if  you  are  persistent 
and  have  attached  yourself  to  a  principle  which  is  sound,  in  the  end 
you  will  win  out. 

This  bill  was  passed  Inr  the  ^egishiture,  and  in  accordance  with  an 
understanding  Mayor  IVfcClellan  appointed  the  commissioners  from 
a  list  of  three  names  each  submitted  by  the  Chamber  of  Commerce  of 
the  State  of  New  York,  the  Board  of  Fire  Underwriters'  and  Manu- 
facturers' Association  of  Brooklyn.  He  made  his  selections  and  ap- 
pointed the  three  conmiissioners — Mr.  J.  Edward  Simmons,  Mr. 
Charles  A.  Shaw,  and  myself. 

We  then  had  confronting  us  an  enormous  problem.  We  had  to  de- 
termine the  source  of  supply,  the  organization  of  engineers,  the  ad- 
ministrative bureau,  and  make  a  map,  plan,  and  estimate  of  cost  as  a 
complete  project.  When  the  chief  engineer,  J.  Waldo  Smith,'  was 
appointed  in  August  I  said  to  him,  "  Mr.  Smith,  I  am  satisfied  that 
within  two  montns  a  map,  plan,  and  estimate  of  cost  as  a  complete 
project  can  be  submitted  to  the  board  of  estimate  and  apportionment 
for  its  approval.  Can  you  and  will  you  do  it?  "  He  said  he  could 
and  would,  and  did.  Now,  in  four  months'  time  from  the  appoint- 
ment of  that  commission,  June  9,  1905,  up  to  October  9, 1905,  a  map, 
plan,  and  estimate  of  cost  as  a  complete  project  was  made  and  adopted 
under  which  the  city  of  New  YorK  has  oeen  working  to  bring  a  sup- 
ply of  500,000,000  gallons  of  water  daily  to  the  city  of  New  York, 
covering  an  estimated  time  of  20  vears  to  do  the  work  and  an  esti- 
mated cost  of  about  $189,000,000  has  been  practically  done  on  time 
and  within  the  estimated  cost. 

We  asked  for  the  full  amount.  We  did  not  ask  for  $100,000  or 
$1,000,000.  We  asked  for  the  whole  $177,000,000,  to  which  was  added 
by  mandatory  legislation  in  the  succeeding  year  obligations  that 
brought  it  up  to  $189,000,000.  That  w^as  the  psychological  moment. 
It  was  just  as  easy  to  get  $177,000,000  as  it  was  to  get  $1,000,000.  Fig- 
ures mean  nothing  until  you  begin  to  spend  money,  and  then  you  find 
out  they  mean  a  gi-eat  deal.  Vte  got  that  approval  and  we  proceeded 
with  our  work. 

There  has  been  lU)  change  in  the  policy  of  the  board  of  water  sup- 
ply of  the  city  of  New  York  in  the  plan  of  work  as  laid  down  at  that 
time,  nor  have  we  had  to  ask  for  one  additional  dollar.  The  work  was 
divided  into  two  instalments,  the  building  of  the  aqueduct  and  the 
reservoir  to  the  full  capacity  of  500,000,000  gallons  a  day,  and  the  de- 
livery from  the  Esopus  watershed  of  250,000,000  gallons  a  day  and 
the  balance  of  250,000,000  gallons  to  be  taken  from  the  Schoharie 
watershed. 

Last  fall  the  city  celebrated  the  completion  of  the  physical  part  of 
the  work,  with  the  exception  of  an  18-mile  tunnel  and  dams  and  ap- 
purtenances thereto,  w^hich  is  now  in  process  of  work,  and  the  delivery 
of  water  into  the  city  of  New  York  has  been  made  ahead  of  time,  and 
Avithin  the  estimate  of  cost,  or  alont  $7,000,000  less  than  was  esti- 
mated. 
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I  speak  of  the  Catekill  Aqueduct  in  order  that  you  may  understand 
that  this  bill  which  we  have  drafted  and  presented  to  you  is  based  not 
upon  theory  but  upon  knowledge  gained  from  actual  experience.  We 
have,  in  this  period  in  which  1  have  been  engaged  in  the  work  upon 
water  of  20  years,  studied  the  problem.  There  has  been  an  inunense 
amount  of  data  of  one  kind  and  another  contributed  to  this  work, 
and  out  of  that  data  there  has  been  evolved  wisdom.  The  great 
problem  was  to  reduce  lM)tli  knowledge  and  wisdom  to  practice,  and 
that  has  been  done. 

In  this  matter  of  national  legislation  I  found  a  great  inany  prob- 
lems developing  which  under  the  provisions  of  anv  statute  had  to  be 
taken  up  and  considered  and  which  no  amount  of  6)resight  could  pos- 
sjibly  cover  in  the  preparation  of  a  statute  or  in  the  work  contem- 
plated, and  as  they  develop  they  have  to  be  met.  This  I  attempted 
to  do  in  H.  R.  9681  in  a  broad  way,  leaving  details  to  be  worked  out 
under  a  flexible  section. 

You  have  before  you,  Mr.  Chairman,  a  great  many  bills  relating 
to  hydroelectric  power,  and  instead  of  placing  the  emphasis  upon  the 
problem  as  a  whole,  which  involves  the  various  uses  of  water  for 
potable  purposes  for  great  coiiuuunities,  for  inland  waterways,  for 
forestry,  for  one  thing  and  another  in  which  water  can  be  used,  the 
interest  has  been  concentrated  entirely  and  absolutely  upon  this  one 
problem  of  the  development  of  hydroelectric  power. 

I  think  before  vou  commit  vourself  by  statute  to  a  detail  of  this 
great  work  you  should  determine  beforehand  exactly  what  the  policy 
of  the  Nation  is  to  be  as  to  the  solution  of  this  problem  as  a  whole. 

I  am  very  much  in  sympathy  with  an  Eastern  potentate  who  lived 
on  the  Island  of  Ceylon,  who,  back  in  1140  A.  D.,  constructed  1,200 
storage  reservoirs  to  take  care  of  a  freshet  flow  there  and  i&sued  an 
edict  to  his  ministers  that  because  a  bountiful  Providence  had  given 
them  such  an  enormous  rainfall  they  should  see  to  it  that  not  one 
drop  was  lost  and  not  used  before  it  disappeared  into  the  ocean. 

Now,  that  means  we  should  utilize  here  the  water  which  we  have 
for  the  benefit  of  the  people  and  in  a  broad  and  big  way;  and  at  the 
same  time  in  doing  that  it  is  quite  necessary  that  we  should  under- 
stand what  the  ramifications  of  any  actions  that  we  take  up  may  be. 

Of  course,  you  are  familiar,  and  I  am  not  going  into  that  phase 
of  it,  with  the  possible  amount  of  undeveloped  water  power  of  the 
United  States,  some  60,000,000  horsepower,  I  believe,  and  the  fact 
that  most  of  it  is  on  the  public  domain  in  13  Western  States,  two- 
thirds  of  the  land  tliere  owned  by  the  Federal  Government.  That 
problem  of  the  utilization  of  the  public  domain  which  the  Govern- 
ment has,  and  also  the  use  of  navigable  waters  which  are  within  the 
control  and  jurisdiction  of  the  Federal  Government,  are  questions 
you  are  so  familiar  with  that  I  will  pass  over  them.  But  I  want 
to,  if  I  can,  point  out  some  of  the  things  that  in  my  experience  I 
have  found,  where  when  you  attempt  to  limit  a  broad  general 
policy,  in  the  terms  of  a  blanket  statute,  you  may  find  in  the  working 
of  it  out  it  can  not  be  done,  or,  if  done  in  the  interest  of  a  private 
monopoly,  to  the  loss  and  exclusion  of  the  people. 

As  commissioner  of  the  board  of  water  supply  I  have  let  140  con- 
tracts involving  up  to  date  an  expenditure  of  about  $100,000,000. 
At  no  time  did  it  enter  into  our  minds  that  we  should  prepare  a 
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blanket  contract  and  specifications  which  would  fit  every  condition 
that  might  arise  in  tlie  building  of  various  dams  and  aqueducts  and 
appurtenances  connected  with  them;  but  each  particular  phase  of 
the  situation  has  be(»n  studied  by  experts,  and  we  have  had  the  very 
best  experts  of  the  world  at  our  command.  We  have  put  down 
borings  into  the  ground  to  determine  rock  conditions,  and  the  sam- 
pks  that  have  been  taken  out,  if  put  down  end  to  end.  would  meas- 
ure 25  miles,  and  in  the  laying  out  of  the  line  betw'een  the  foothills  of 
the  Catskill  Mountains  and  Xew  York  City,  a  distance  of  92  miles^ 
our  engineers  surveyed  over  3,000  miles  of  line. 

All  necesj-ary  facts  and  information  were  gathered  together,  wei*e 
considered  by  the  engineering  department,  and  referred  to  the  vari- 
ous experts,  whether  of  geology,  bridge  building,  aeration,  or  what 
not,  and  w^lien  all  the  facts  were  gathered  together  they  were  then 
put  into  the  form  of  a  contract,  and  the  specifications  were  drawn 
and  exhibits  made  of  the  excavations  of  earth,  of  borings  into  rock, 
and  of  the  topographical  conditions  prevailing  at  the  place,  the 
contract  was  advertised,  and  the  bids  were  made  upon  them,  and  in 
that  way  we  got  the  very  best  bidders.  The  work  was  done  along 
intelligent  lines,  and  we  understood  just  exactly  what  we  were  doing; 
and  so  it  happened  that  even  on  the  bids  which  were  imit  bids,  we 
have  saved  some  millions  of  dollars  in  the  actual  work,  because,  as 
the  contractors  have  told  me,  our  exhibits  were  so  clear  that  they 
could  understand  them  and  make  a  much  closer  bid  than  they  would 
in  the  ordinary  general  way  of  having  a  few  things  to  go  by  and 
then  making  haphazard  guess  upon  it  and  allowing  a  certain  per- 
centage to  cover  the  things  they  did  not  think  of.  In  other  words, 
it  was  as  nearly  as  possible  within  the  possibilities  of  human  nature, 
a  very  definite  and  exact  bid  based  upon  full  information. 

I  speak  of  that  because  I  want  to  criticize  one  of  the  bill  I  have  seen 
here.  In  the  matter  of  the  provision  for  the  work  of  this  development 
of  hydroelectric  power,  in  this  bill  page  after  page  enters  into  the 
details  of  how  the  work  shall  be  done,  what  the  conditions  shall  be  as 
to  the  time  which  the  permittee  shall  have,  and  how  he  shall  handle  it 
and  w^hat  he  shall  do  and  what  the  penalties  shall  be,  and  everything 
of  that  kind;  a  great  big  blanket  bill  to  cover  in  its  one  specincation 
the  wiiole  United  States,  w^hen  the  conditions  which  prevail  in  New^ 
York,  a  humid  State,  and  the  conditions  which  prevail  in  Montana 
or  Wyoming  or  any  of  the  Western  States  laboring  under  a  limited 
supply  of  water,  may  be  entirely  different.  I  do  not  think  that  it  is 
within  the  powder  of  any  man  or  any  set  of  men  to  anticipate  for  a 
long  term  of  years  just  exactly  what  those  conditions  are  and  to  at- 
tempt to  pass  a  bill  that  shall  cover  every  possible  ramification  that 
you  do  not  know  of  to-day,  and  the  thousand  and  one  new  things 
that  will  develop  to-morrow  that  you  do  not  know-  anything  about; 
you  are  not  going  at  it  in  the  right  way,  it  seems  to  me. 

Now,  this  bill  provides  for  the  appointment  of  a  commission  com- 
posed of  the  Secretary  of  War 

Mr.  Ferris  (interposing).  Which  bill  are  you  speaking  of  now, 
Mr.  Chadwick? 

Mr.  Chadw^ick.  I  do  not  know^  which  particular  one.  There  are 
two  or  three  bills  along  the  same  lines. 

Mr.  Ferris.  The  committee  print? 
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Mr.  Chaowick.  I  think  it  is  a  confidential  print  of  t\  bill  which  I 
saw,  but  there  are  so  many  of  them  of  a  general  character,  but  per- 
haps when  I  explain  what  I  have  in  mind  you  will  be  able  to  identify 
it.    It  is,  I  think,  H.  E.  8716. 

This  bill  provides  for  the  appointment  of  a  commission  composed 
of  the  three  Secretaries — ^the  secretary  of  War,  the  Secretary  of  the 
Interior,  and  the  Secretary  of  Agriculture — and  that  they  shall  have 
the  right  to  appoint  an  executive  at  a  salary  of  $10,000,  to  have  charge 
of  the  detail  of  this  work.  It  also  provides,  as  I  have  just  siiid,  for 
an  anticipation  of  every  possible  development  of  this  proposition,  and 
in  it  I  noted  one  thing.  Now,  I  am  not  a  lawyer  and  I  do  not  know 
about  it,  but  it  provides  that  the  right  of  eminent  domain  may  be 
given  to  a  lessee.  We  had  just  such  a  question  as  that  come  up.  It 
seems  to  me  that  whether  that  is  constitutional  and  whether  the  Gov- 
ernment can  delegate  its  authority  and  right  of  eminent  domain  to 
a  lessee  or  not  is  a  serious  question. 

We  had  in  New  York  some  years  ago  two  bills,  one  providing  that 
the  State  should  go  into  the  matter  of  utilization  of  surplus  canal 
Waters  for  hydraulic  power  and  practically  enter  into  competition 
w^ith  the  private  companies  that  were  in  existence  and  under  the 
control  of  the  public-service  commission.  It  was  put  into  the  hands 
of  the  conservation  commission,  giving  it  the  control.  Now,  that 
made  an  additional  overlord.  That  bill  went  through  the  Legislature 
of  the  State  of  New  York  and  came  before  the  governor  at  that  time 
for  a  hearing,  and  was  vetoed  by  him. 

At  the  same  time  there  was  another  bill  which  was  known  as  the 
^  Walters  bill,''  and  that  is  germane  to  what  I  am  speaking  about  in 
my  criticism  of  this  matter  of  delegating  the  right  of  eminent  domain 
to  a  lessee.  The  Walters  bill  provided  that  tliree  or  more  persons 
"  may  become  a  corporation  for  the  purpose  of  impounding  and  stor- 
ing water,  improving  navigation,  developing  hydroelectric  power, 
supplying  water  for  potable,  municipal,  and  other  uses,"  and  then 
gave  it  the  power  of  condemnation  paramount  against  all  except  the 
State  itself. 

It  was  a  dangerqus  power,  unheard  of,  and  entirely  opposed  to  the 
rights  of  persons  and  property.     I  will  just  quote  from  this:  It 

makes  three  or  more  persons 

The  Chairman  (interposing).  Are  you  quoting  from  a  decision 
of  the  court? 

Mr.  Chadwick.  I  am  quoting  now-  from  the  Walters  bill,  which  1 
am  citing  as  an  illustration. 

The  Chairman.  I  thought  perhaps  the  court  had  passed  upon  the 
question. 

Mr.  Chadwick.  It  makes  three  or  four  more  persons,  incorporated, 
the  overlord  with  power  of  condemnation  of  municipal  property. 
It  could  condemn  a  water-supply  property  of  any  municipality  and 
proceed  as  if  it  were  private  property.  It  can  underbid  regulated 
monopolies  and  defeat  the  policy  of  the  State,  independent  of  the 
jurisdiction  of  the  public-service  commission. 

Under  this  act  quasi  public-service  corporations  can  start  an  im- 
provement upon  a  stream,  issue  bonds,  and  the  riparian  owner  is 
obliged  to  accept  the  improvement  with  the  additional  burden  of  the 
bond  lying  against  the  real  estate,  with  practical  power  of  con- 
fiscation. 
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That  under  decisions  of  the  courts  of  New  York  which  have 
unanimously  held  that  the  taking  of  water-power  property  consti- 
tutes the  taking  of  private  property  for  private  use,  and  any  statute 
making  this  permissible  is  unconstitutional.  That  has  been  held  by 
the  courts  of  the  State  of  New  York. 

The  enterprise  is  in  substance  a  private  one,  and  every  one  of  these 
lessees  under  the  provisions  of  this  form  of  act  I  am  speaking  about 
is  a  private  one,  and  the  pretense  that  it  has  a  public  purpose  is 
merely  colorable  and  illusory.  "The  taking  of  private  property 
for  private  use  can  not  be  airthorized  even  by  legislative  act^^^nd 
the  declared  purpose  it  not  sufficient  to  bring  It  within  the  right  of 
eminent  domain/' 

Now,  there  are  just  three  criticisms  I  make  of  this  type  form  of 
bill,  and  there  are  quite  a  number  of  them  that  all  bear  upon  the 
same  point,  that  if  you  undertake  to  make  a  commission  of  officials 
of  the  Federal  Government  who  are  in  ordinary  times  overbur- 
dened and  in  these  war  times  have  the  additional  responsibility  of 
war  thrust  upon  them,  and  expect  that  they  can  subtract  enough 
time  from  their  other  duties  to  give  the  attention  to  a  problem  of 
this  kind  which  it  requires,  I  think  you  are  asking  of  them  an  im- 
possibility. It  practically  makes  of  them  rubber  stamps,  otherwise 
they  should  give  their  entire  time  to  this  work  to  comprehend  it 
ancl  act  independently. 

The  other  1  have  already  spoken  about,  and  that  is  the  question 
of  the'  wisdom,  whether  it  is  constitutional  or  not,  of  giving  to 
lessees  the  right  of  eminent  domain. 

The  third  is  the  expectation  that  a  bill  can  be  drawn,  embodying 
pages  of  anticipatory  details,  items  after  items  that  will  cover  every 
possibility  of  tne  development  of  this  great  problem  of  the  conserva- 
tion and  utilization  of  the  rainfall,  even  confining  it  to  hydroelectric 
power  alone;  it  is  too  much;  you  can  not  do  it.  You  do  not  know 
what  the  future  has  before  you.  Such  foi-esight  can  not  and  does  not 
exist.  Who  is  the  man  that  can  look  50  years  into  the  future  and 
draft  an  act  now  that  shall  be  effective  then? 

Now,  take  the  question  of  navigable  waters,  and.  these  bills  have  a 
provision  for  the  development  of  the  navigable  waters  of  the  United 
States  for  power  purposes,  you  are  going  to  run  up  against  another 
problem  there. 

Take,  for  instance,  the  State  of  New  York,  with  which  I  am  most 
familiar,  as  an  illustration.  To-day  at  Albany  there  is  a  measure 
under  consideration  for  the  conservation  commission  to  develop  for 
power  purposes  the  surplus  waters  of  the  canals  and  of  the  navi- 
gable streams;  for  instance,  the  Mohawk  flowing  into  the  Hudson 
Kiver.  Beyond  question  the  Hudson  River  is  an  interstate  water- 
way, and  there  is  no  question  as  to  the  power  and  control  over  that 
by  the  United  States  Government.  The  Mohawk  stream,  which 
flows  into  it,  I  think,  because  it  is  a  navigable  stream,  is  also  within 
their  jurisdiction;  but  here  is  the  conflict.  The  State  of  New  York 
thinks  it  has  the  right,  and  is  proceeding  along  those  lines,  to  de- 
velop there.  The  Federal  Government,  under  the  provisions  of  one 
of  these  bills,  if  it  was  enacted  into  law  could  go  m  and  say,  "  No ; 
we  have  the  right."  There  is  a  conflict  of  authority,  and  you  come 
down  now  to  tne  reason  for  this  act,  which  the  Chamber  of  Com- 
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merce  of  New  York  has  had  introduced — it  provides  first  for  the 
revision  and  codification  of  these  water  laws,  and  the  passage  of  new 
laws  coordinating  Federal  and  State  jurisdiction. 

I  made  a  studv  of  two  years,  beginning  in  about  1911,  of  the  his- 
tory of  the  development  of  the  water  laws  under  the  English  law — 
the  common  law — which  was  developed  under  humid  conditions  and 
brought  over  here  and  found  a  satisfactory  resting  place  in  New 
England,  where  the  humid  conditions  are  the  same,  and  the  laws  of 
riparian  rights  were  received  there;  and  I  found  that,  in  following 
up  the  decisions  there  and  in  other  humid  States,  they  all  hark  back 
to  this  source,  that  somewhere,  in  some  place,  a  man  set  up  a  mill^ 
and  there  was  nobody  eke  around  and  there  was  no  question,  and  he 
developed  a  business,  and  somebody  elst^  came  along  and  put  up  an- 
other mill  and  there  was  a  conflict  at  once,  the  first  one  thinking 
the  latter  was  treading  upon  his  vested  rights  which  he  had  acquired 
by  prescription,  no  one  opposing;  and  so  the  country  lawyer  and  the 
local  judge  reached  a  decision  without  any  reference  to  what  that 
decision  would  lead  to  or  what  it  meant,  and  so  gradually  as  time 
went  on  there  wa^  built  upon  that  a  succession  of  judicial  decisions 
of  one  kind  and  another,  each  decision  harking  back  to  the  previous 
one  and  all  founded  upon  that  one  little  thing. 

Just  exactly  as  I  found  in  my  experience  m  New  York  in  going 
to  the  heads  of  departments,  when  it  has  been  necessaiy  to  go  to 
them,  that  the  matter  first  would  go  to  the  man  who  was  at  the 
head,  referred  by  him  to  somebody  underneath,  and  so  on  down  the 
line  until  it  got  to  the  $600  clerk  who  reached  the  decision,  and  they 
all  O.  K'd  it  in  succession,  beginning  at  the  wrong  end.  Now, 
that  is  practically  the  condition  of  every  water  law  of  every  State 
in  the  Union  up  to  within  recent  years.  That  was  the  way  the  laws 
were  built.  That  is  the  way  the  statutes  were  enacted  in  the  legis- 
latures. That  was  the  way  in  which  we  reached  our  judicial  deci- 
sions. And  what  does  it  mean?  It  means  a  state  of  chaos.  I  fol- 
lowed the  civil  law  through  the  Mexican  treaties,  the  Louisiana 
Purchase,  and  I  found  there  we  had  the  law  of  appropriation,  the 
beneficial  use  of  water.  And  it  so  hai)peued  that  where  that  law 
prevailed  as  a  custom  our  New  England  lawyers — and  I  am  a  Con- 
necticut Yankee  of  legal  descent  through  many  branches,  though 
not  a  lawyer  myself — went  out  there  with  the  understanding  of 
the  common  law  of  riparian  rights  and  attempted  to  apply  it  to 
conditions  that  were  entirely  different  and  against  customs  well 
settled,  and  there  was  trouble,  and  in  many  cases  the  answer  to  it 
was  gun  play  and  not  judicial  decisions.  Take,  for  instance,  in  arid 
States,  irrigation.  There  it  was  found  that  conditions  under  ripa- 
rian rights  were  impossible,  and  so  the  States  practically  wiped 
them  an  aside,  amended  their  constitutions,  took  advantage  of  the 
law  of  appropriation,  appointed  their  board  of  water  control,  so 
that  the  ownership  of  the  water  is  absolutely  in  the  people,  adminis- 
tered through  the  State,  and  by  this  particular  board ;  and  no  man 
has  a  right  to  a  drop  of  water  on  his  own  farm  unless  he  gets  a 
permit  to  use  it,  and  the  man  who  comes  first  has  the  first  right 
and  the  man  who  comes  last  has  the  last  right,  and  if  there  is  not 
sufficient  water  to  go  around  the  man  who  comes  last  goes  withou* 
ixnd  the  man  who  came  first  has  whatever  there  mav  be.    Now,  that 
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has  been  going  on  in  those  States,  and  there  the  law  of  appropria- 
tion for  beneficial  use  is  prevailing,  and  it  is  sound. 

You  take,  for  instance,  a  ship  going  to  Europe.  You  put  what 
food  and  water  you  think  you  will  need  for  the  voyage  and  a  margin 
over,  and  your  ship  is  wrecked,  and  by  and  by  you  have  to  go 
on  short  rations,  and  the  captain  takes  control  and  parcels  out  the 
food  and  measures  the  amount  of  water  that  each  individual  shall 
have,  for  the  benefit  of  all.  Now,  that  is  practically  what  is  being 
done  now  in  the  West. 

Now,  I  do  not  see  how  you  can  pass  a  statute  that  will  cover  the 
peculiar  conditions  of  the  East,  with  the  abundance  of  rainfall  and 
where  the  burning  question,  because  of  congested  population,  is  the 
preservation  of  water  for  potable  purposes,  in  order  that  people 
may  live  before  they  work  or  before  they  accumulate  property,  and 
the  conditions  in  the  West,  where  you  have  a  limited  amount  of 
water.  You  have  got  to  pass  your  laws  in  accordance  with  the  con- 
ditions which  prevail  in  the  dinerent  sections  of  the  country,  whether 
they  are  humid,  arid,  or  semiarid,  and  you  have  got  to  take  into 
consideration  the  mineralogical,  the  geological,  and  the  geographical 
conditions  of  every  one  in  order  that  you  may  do  justice,  in  order 
that  you  may  be  intelligent  in  your  work,  and  in  order  that  you 
may  produce  results  that  are  satisfactory;  and  the  deeper  you  go 
into  this  problem  the  greater  its  ramifications;  and  the  more  you 
know  the  less  you  know,  and  that  is  where  I  find  myself  to-day,  axter 
20  vears'  studv  of  the  problem. 

I  know  very  little  about  it,  but  I  do  know  this,  that  it  is  possible  for 
this  Congress  to  pass  a  bill  which  shall  be  broad  and  general  in  its 
character  and  determine  a  policv,  and  then  appoint  a  commission  of 
big  men,  representative  men,  who  will  give  their  entire  time  to  the 
study  of  the  problem  from  the  time  they  get  up  in  the  morning  until 
they  go  to  bed  at  night  and  do  not  know  anything  else  except  that, 
and  to  enable  them  to  employ  expert  consultants  upon  every  par- 
ticular phase  of  this  work  that  comes  up,  and  do  as  we  have  done  in 
the  letting  of  our  contracts,  let  every  particular  contract  stand  upon 
its  own  bottom,  conditioned  upon  the  facts  as  we  find  them  as  relating 
to  that  particular  subject. 

Now,  in  that  way,  if  you  have  a  broad  act,  which  is  flexible  and 
which  gives  the  power  to  act,  with  a  check — there  must  alwavs  be  a 
check  by  somebody,  as  Congress — you  will  then  be  in  a  position  to 
go  ahead  and  handle  this  whole  problem  in  a  broad,  wise,  and  suc- 
cessful way. 

So  I  attempted  here  in  four  lines  and  a  half  to  boil  down  the  statute, 
chapter  724  of  the  laws  of  1905,  which  controls  the  board  of  water 
supply,  some  44  sections,  covering  50  pages.  

Mv  father  was  a  lawver,  and  he  told  me  when  I  came  down  to  New 
York  to  begin  my  work,  "  You  are  likely  to  enter  into  contracts.  Do 
not  try  to  be  too  wise  and  attempt  to  set  forth  every  detail,  but  only 
cover  in  a  general  way  your  purpose.  Let  that  be  the  contract,  and 
then  let  that  paper  determine  how  the  thing  will  be  worked.  Then 
there  will  be  justice  and  fair  play  to  everybody,  and  it  will  be  a  good 
business  proposition."  I  thought  that  was  pretty  good  advice,  40 
years  after  he  gave  it  to  me.  I  did  not  understand  it  at  the  time  he 
gave  it  to  me. 
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I  have  just  one  further  word,  Mr.  Chairman.  After  I  made  this 
study  I  wrote  an  article,  and  it  was  published  in  the  magazine  called 
American  Forestry,  when  I  was  a  delegate  to  the  conservation  con- 
gress in  1913,  and  then  I  waited. 

Some  time  after  that  Mr.  Clemens  Herschel,  who  was  a  distin- 
guished engineer  and  chairman  of  a  committee  of  the  American  So- 
ciety of  Civil  Engineers— that  was  before  the  drafting  of  the  act  to 
cover  the  problem  of  water— said  their  committee  had  decided  that 
they  did  not  see  how  they  could  draw  an  act  that  would  be  satisfac- 
tory and  effective.  But  after  he  read  that  article  he  thought  wp 
might  discuss  the  matter  and  see  what  could  be. done.  I  told  him 
wheif  I  wrote  that  article  I  had  in  mind  the  drafting  of  an  act  at  the 
proper  time,  and  that  is  the  act  which  is  before  vou  and  which  I 
drafted  in  1915. 

I  have  gone  into  this  personal  matter  in  order  that  I  might  lav  be- 
fore you  an  outline  of  the  background  ancj  the  conditions  which  I 
have  had  in  my  mind  and  out  of  which  has  come  the  experience  and 
judgment  which  has  been  the  basis  of  this  act  and  which,  I  think, 
covers  this  problem  in  a  broad,  flexible  way,  to  make  it  possible  to 
handle  the  problem  of  rainfall  as  a  whole  and  take  into  consideration 
^very  detail  of  it  and  under  advice  every  bit  of  knowledge  in  the 
po^ession  of  those  who  have  had  experience,  and  also  to  take  advan- 
tage of  the  great  development  which  has  gone  on  in  the  departments, 
the  wonderful  work  that  has  been  done  oy  the  Government  of  the 
United  States,  whether  in  agriculture,  forestry^  water,  or  anything 
else,  and  yet  at  the  3ame  time  crystallize  it  all  into  one  commission, 
whose  sole  business  it  is  to  handle  this  problem,  with  the  power  to 
employ  all  the  necessary  experts,  and  bring  to  Congress  from  time  to 
time,  through  the  agencies  in  all  the  States  and  through  its  own  activi- 
ties the  results  of  its  investigations.  I  think  in  that  way  you  will 
cover  the  details  of  every  particular  matter  that  may  come*^  up  and 
handle  them  satisfactorily. 

I  think  in  that  way  you  wilj  make  more  progress  than  if  you 
attempt  to  enact  any  statute  of  a  blanket  nature  which  will  try  to 
anticipate  all  the  possibilities  that  may  arise  in  the  future  under  any 
iron-clad  rule. 

Mr.  Escji.  The  plan  of  your  bill  simply  follows  the  suggCvStions 
made  by  the  late  Senator  Newlands  in  his  bill,  does  it  not? 

Mr.  Chadwick.  I  do  not  know  about  the  details  of  that. 

Mr.  Escn.  He  has  had  it  before  the  Senate  for  the  last  six  years. 

Mr,  Chadwick.  I  do  not  know  about  that. 

Mr.  EscH,  Jt  covers  the  whole  matter — flood  control  and  every- 
thing in  connection  with  that  subject. 

Mr.  Chadwick.  He  has  bad  that  broad  outlook.  He  was  a  big 
man.  But  I  did  not  h^ve  that  bill  of  his  before  me  when  I  drafted 
this  bilj.  I  wrote  my  article  in  1911.  It  was  printed  in  American 
Forestry  in  19l3,  and  the  bill  in  1915.  I  tbiplf  I  anticipated  him. 
You  b»ve  a  copy  of  my  article. 

ifr.  Andeb3on,  As  I  understand  it,  you  .contenjplati*  that  thi^ 
commission  should  cover  all  the  facts  surroundinff  any  project  or 
series  pf  projects,  and,  having  determined  aU  the  lacts,  submit  the 
proposition  to  Congress  with  the  idea  that  each  propo§i|;iop  shj^) 
be  covered  by  an  act  of  Congress  at  the  time. 
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Mr.  Chadwick.  Just  exactly  as  we  do  when  letting  out  contracts 
as  individual  propositions.  It  does  not  mean  that  you  are  going  to 
be  wedded  to  one  thing  and  will  not  take  up  others,  because  the 
commission  should  have  sufficient  power  to  tate  up  a  great  variety 
of  problems;  and  yet  the  great  point  is  to  coordmate  everything. 
Then  after  you  have  done  that  with  one  thing  you  do  it  with  refer- 
ence to  something  else,  with  an  understanding  of  the  proposition. 

In  answer  to  that  I  will  say  this :  I  found  when  we  went  into  the 
Catskill  Mountains  to  get  property  which  we  considered  necessary 
that  vested  rights  had  developed,  and  it  has  been  an  enormous  ex- 
pense to  the  city  t)f  New  York.  We  found  that  these  quasi  public 
.service  corporations  were  attempting  to  get  into  the  Adirondacks, 
and  we  have  stopped  that.  We  did  that  because,  taking  into  con- 
sideration the  future  development  of  the  population  of  greater  New 
York  and  the  surrounding  territory  and  the  territory  along  the 
lower  part  of  the  Hudson  River,  there  will  be  a  population  of 
20,000,000  people  who  will  have  to  get  their  water  from  that  source 
instead  of  4,000,000  or  5,000,000,  and,  instead  of  it  being  a  matter 
of  millions  for  those  properties  when  the  time  comes  to  go  into  the 
Adirondacks,  it  would  be  a  matter  of  billions.  Those  are  things  to 
be  considered. 

Mr.  La  Follette.  I  would  like  to  ask  whether  the  State  of  Oregon 
has  any  different  law  or  any  different  theory  in  regard  to  State  con- 
trol over  waters  than  New  York  State? 

Mr.  Chadwick.  Oh,  yes;  very  different. 

Mr.  La  Follette.  What  is  the  essential  difference? 

Mr.  Chadwick.  I  will  tell  you  what  Oregon  did,  and  you  can 
see.  Oregon  changed  from  the  riparian  law,  which  prevails  in  New 
York  State,  to  the  law  of  appropriation,  which  is  the  civil  law,  and 
carries  the  right  of  appropriation  to  the  extreme. 

The  last  word  has  been  spoken  in  Oregon,  where  the  question  of 
riparian  use  is  a  dead  issue.  Oregon  was  admitted  as  a  State  in  1859. 
At  that  time  its  water  laws  were  in  harmony  with  the  customs  of 
the  miners,  who  staked  their  claims  for  water  needed.  It  inherited 
the  civil  law,  but  started  with  the  common  law,  and  the  early  de- 
cisions of  the  court  were  in  harmony  with  those  of  the  Eastern 
States.  Riparian  rights,  connected  with  the  ownership  of  the  bank 
of  streams  or  rivers  wherein  the  proprietor  has  a  right  to  the  use  of 
the  water  which  flows  in  the  stream  adjacent  to  his  land,  came  in 
conflict  with  the  rule  of  appropriation  for  beneficial  use  where  the 
appropriator  prior  in  time  has  the  prior  right  as  long  as  he  puts  it 
to  beneficial  use.  These  two  systems  were  in  direct  conflict,  so  tnat,  in 
1899,  the  State  of  Oregon  declared  by  law  all  water  to  be  the  prop- 
erty of  the  public,  with  a  board  of  control  acting  as  an  administrative 
body.  Certificates  for  the  use  of  water  are  given  upon  application. 
The  determination  of  the  board  of  control  is  subject  to  appeal  and 
final  adjudication  by  the  courts. 

Mr.  La  Follette.  You  do  not  mean  to  contend  that  Oregon  or 
the  other  Western  States  do  not  allow  any  such  thing  as  riparian 
rights,  or  recognize  that  right? 

Mr.  Chadwick.  They  are  a  dead  letter  now  in  a  great  many  of 
those  States. 
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Mr.  La  Follette.  I  hardly  think  so.  I  think  riparian  rights  are 
as  much  alive  in  the  Western  States  as  in  the  other  States  of  the 
Union. 

Mr.  Chaowick.  They  are  in  some  of  them ;  in  some  of  them  they 
have  modified  riparian  rights.  California  is  one  of  those  States* 
But  in  Oregon,  as  I  understand  it,  the  doctrine  of  riparian  rights  is 
absolutely  a  dead  issue.  Of  course,  that  is  a  matter  for  verification, 
but  that  IS  my  understanding. 

Mr.  La  Follette.  The  State  does  claim  that  the  State  has  a  right 
to  control  the  waters  of  the  State.  I  think  that  that  right  is  always 
subject  to  the  riparian  rights  that  have  been  acquired. 

Mr.  Chaowick.  I  think  not. 

Mr.  La  Follette.  I  think  that  is  the  gist  of  the  decisions  of  the 
courts  in  all  Pacific  Coast  States. 

Mr.  Chaowick.  Throughout  the  States  of  Washington,  Nebraska, 
Kansas,  North  and  South  Dakota,  Oklahoma,  ana  Montana,  the 
California  doctrine  of  modified  riparian  rights  has  obtained;  so  that 
some  users  claim  by  appropriation,  others  by  prescription,  and  others 
by  virtue  of  riparian  rights,  and  the  real  user  of  water  of  necessity 
becomes  the  employer  of  the  lawyer,  to  the  great  comfort  of  the 
latter. 

Mr.  La  Folleite.  There  is  something  in  the  last  expression,  no 
doubt,  but  at  the  same  time,  so  far  as  the  riparian  rights  are  con- 
cerned, I  think  they  are  the  same  as  in  the  other  States,  and  those 
that  have  not  been  claiming  under  riparian  right  have  claimed  under 
the  other  head. 

Mr.  Chaowick.  You  are  quite  right  about  that.  The  States  of 
Colorado,  Wyoming,  Idaho,  and  North  Dakota  have  by  constitutional 
enactment  abolished  the  doctrine  of  riparian  rights.  In  California 
the  doctrine  of  modified  riparian  rights  has  received  the  sanction  of 
the  courts.    This  is  the  right  to  take  water : 

By  appropriation  from  a  stream  on  whi<'li  there  are  no  private  rii)nrtan  hnulH 
at  the  time  of  tlie  appropriation.  Wlien  once  a  piece  of  riparian  lan<]  lias  passe<l 
into  private  ownerslitp,  tliereafter  no  ri^lit  to  divert  water  al)ove  such  riparian 
land  for  use  on  noiniparian  land  can  ])e  acquireii,  except  upon  tlie  ac(iuies(»ence 
or  neglect  of  the  riparian  owner ;  that  is,  by  right  of  prescription.  No  ripht  to 
divert  water  lielow  the  riparian  ianil  can  be  secured  against  the  p<issibilit.v  of 
complete  depletion  of  the  stream  ]>y  upper  riparian  proprietors. 

That  is  a  statement  of  the  doctrine  of  modified  riparian  rights  in 
California,  and  in  that  you  are  quite  right.  But  in  the  State  of  Ore- 
gon the  law  of  appropriation  prevails  and  the  doctrine  of  riparian 
rights  is  dead. 

mr.  Rakkr.  Of  course,  Mr.  Chadwick  possibly  has  not  given  the 
same  consideration  to  the  Oregon  law  as  he  has  to  the  common  law. 
If  you  did  you  would  find  that  same  thing  exists  in  Oregon,  where 
the  question  has  come  up  in  connection  with  several  of  the  streams. 
You  will  find  there  have  been  cases  in  which  the  court  has  held  that 
where  a  man  has  put  in  an  overshot  wheel,  even  the  progress  of  civili- 
zation could  not  take  it  away  from  him  and  allow  otners  to  divert  the 
water;  that  is,  for  irrigation,  or  put  in  new  and  up-to-date  plants, 
and  the  courts  have  uniformly  held  in  this  way,  that  they  have  modi- 
fi^  the  old  riparian  law  in  regard  to  the  use  of  the  streams.  Under 
the  decisions  of  the  courts,  it  was  possible,  by  virtue  of  the  desert- 
land  act,  where  the  United  States  waived  its  right  to  the  riparian 
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use  of  the  water ;  under  that  the  courts  have  modified  the  doctrine  of 
riparian  rights,  and  you  will  find  that  in  the  case  of  Hough  v.  Wharter, 
which  was  decided  in  1896, 

Mr.  Chadwick.  Is  there  not  such  a  board  in  Oregon  that  has 
control  ? 

Mr.  Raker.  There  is  a  board  which  has  control  of  the  waters,  but 
they  do  not  attempt  to  take  the  riparian  rights  from  those  who  have 
them. 

Mr.  Chadwick.  As  a  matter  of  vested  right? 

Mr.  Raker.  Yes. 

Mr.  Chadwick.  I  see  your  point.  There  never  was  a  rule  to  which 
there  were  not  exceptions.  In  fact,  I  have  stated  that  the  det«rmi- 
nntion  of  the  board  of  control  is  subject  to  appeal  and  final  adjudi- 
cation by  the  courts. 

Mr.  Raker.  That  has  been  brought  about  by  the  desert-land  act. 

Mr.  Chadwick.  That  has  come  aoout  within  what  State? 

Mr.  Raker.  The  Supreme  Court  of  Oregon  passed  on  that  about 
1910.  The  case  was  tried  in  1904,  1905,  j^nd  1906,  and  there  was  a 
retrial  had,  and  the  case  went  to  the  Supreme  Court,  and  under  that 
decision,  which  was  the  fii*st  decision  rendered,  the  United  States 
waived  its  right  of  riparian  ownership  because  of  the  desert-land 
act. 

Mr.  Chadwick.  In  other  words,  after  the  passage  of  that  act  then 
came  the  controversv. 

Mr.  R.\KER.  Then  followed  the  general  act  you  speak  of.  I  want 
to  call  your  attention  to  section  2  of  your  bill,  and  in  connection 
with  that  to  call  your  attention  to  sectiop  4  of  the  proposed  bill 
which  is  before  the  committee.  I  take  it  for  granted  that  in  your 
bill,  in  lines  20  and  21  on  page  4,  the  development  of  hydroelectric 
and  other  power  and  the  control  thereof  is,  while  necessary  and 
valuable,  secondary,  and  follows  as  being  incidental  to  prior  use,  as 
specified  in  the  bill,  namely,  for  preservation  of  the  forests  and 
reforestation,  control  of  the  water  freshets  by  means  of  storage 
reservoirs,  lateral  canals,  dikes,  and  levees,  and  then  considering  the 
question  of  irrigation  and  reclamation,  and  such  other  use  as  may 
be  made  of  the  water.  It  is  your  theory  that  those  should  be  pro- 
vided for  fii'st? 

Mr.  Chadwick.  No  ;  my  theory  is  to  have  a  board  or  commission 
which  shall  study  problenis  relating  to  the  utilization  of  rainfall  and 
which  shall  also  study  the  problems  relating  tx)  the  conservation  of 
rainfall,  which  would  incluae  a  general  study  of  the  probjeips.  Thp 
study  of  the  utilization  oi  rainfall  would  include  the  utilization  of 
rainfall  for  potable  purposes  first.  Wherever  there  is  a  congested 
population  or  a  population  that  needs  wa|ier  for  potable  purposes — 
that  is,  for  the  preservation  of  watersheds  pr  for  sanitary  control — 
there  should  be  protection  for  that  as  the  first  use  of  the  wajbef. 
Then  comes  the  commercial  us^,  and  the  first  of  jthe  commercial  nee^ 
is  use  for  navigation  or  w^ter  transportation,  aided  by  stor^^e  reser- 
voirs or  by  th^  r^gulatioi)  of  str^am  flow  and  waterways,  and  then 
the  develx>pn9Ani  of  hydroel^cjbric  power,  ^t  imv^  to  m^  th^t  ep 
t^r  a|i  the  aHl^nereial  ^^  i§  canc^fsd^  nayigaticn^  ^fnfie^  ^f^  fofd 
that  the  deve}op^iiei)t  pf  hyaroelect^Le  power  f^a  pthe^  ptpwep  )$boul<) 
come  aecopd. 
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Mr.  Baker.  Is  it  not  the  theory  of  this  bill  and  your  theory  that 
while  it  is  desirable  to  develop  water  power  you  should  first  look  to 
see  what  these  other  conditions  are  and  to  see  that  they  are  provided 
for,  and  at  the  same  time  you  provide  for  them  get  a  higher  amount 
of  energy  from  the  water  f 

Mr.  Chadwick.  Not  necessarily.  That  would  depend  uppn  cir- 
cumstances. The  first  use,  as  I  said,  was  preservation  for  potable 
purposes,  and  then  after  that  to  follow  with  the  commercial  use. 

Mr.  Raker.  Is  it  your  theory  that  the  development  of  hydroelec- 
tric energy  should  not  be  the  sole,  primal  purpose  at  all  time  in  legis- 
lation in  regard  to  the  conservation  of  water  ? 

Mr.  Chadwick.  No;  it  should  not  be  the  primal  purpose.  In  the 
first  place,  there  is  a  great  big  mistake  as  to  the  idea  that  hydroelectric 
power  is  paramount,  as  compared  with  steam  electric  power,  by  reason 
of  the  economy  pertaining  to  it,  of  course,  limited  by  statute.  There 
are  lots  of  places  where  you  think  you  could  naturally  develop  hydro- 
electric power;  but  there  are  things  that  enter  into  it  that  make  it 
difficult  to  do  that,  and  those  are  conditions  that  I  do  not  think  you 
ought  to  attempt  to  lay  down  here,  that  anything  should  arbitrarily 
be  first  or  arbitrarily  be  second. 

Mr.  Baker.  I  will  put  it  in  this  way:  Is  it  your  theory  that  any 
attempt  to  develop  hydroelectric  power  and  the  other  uses  to  which 
water  can  be  put  should  not  be  overlooked? 

Mr.  Chadwick.  Should  not  be  overlooked. 

Mr.  Rakeb.  But  they  should  all  be  considered  together 

Mr.  Chadwick  (interposing).  As  a  whole. 

Mr.  Baker.  As  a  whole,  and  those  conditions  specified  in  subdivi- 
sions (a),  (b),and  (c)  include  all  of  them ? 

Mr.  Chadwick.  Yes. 

Mr.  Raker.  Does  not  section  4,  subdivision  (a),  of  the  proposed 
legislation,  in  substance,  while  not  as  prolific  or  as  verbose  as  the  sec- 
tion in  your  bill — and  I  use  that  language  with  no  intention  to  reflect 
on  you — are  not  practically  all  the  provisions  you  specify  included 
there?    I  will  read  it: 

That  the  commission  Is  horeby  authc^rized  and  empowered  (a  >  to  mnke  inves- 
tigations and  to  collect  and  record  <lata  concerning  tlie  power  Industry  and  Its 
relation  to  other  Industries  and  to  Interstate  or  foreign  commerce,  and  ccmceni- 
ing  tlie  locaticm,  capacity,  development  costs,  and  relation  to  inarkel:  of  power 
«ite$t,  to  the  extent  It  may  deeip  nwessary  or  useful  for  the  purposes  of  this  act. 

Then  turn  to  subdivision  (a)  of  section  10,  in  reference  to  the 
plans  to  be  preparexl  and  the  scnerae  that  is  to  be  used.  That  reads 
as  follows : 

That  all  licensees  issued  under  this  act  stiaU  be  on  the  fonowinsr  conditions : 
(a)  That  the  iu*oJe^*t  adopte<l.  including  the  maps,  plans,  and  specifications 
shall  be  «ucli  as,  l.u  the  judgnient  of  tjie  commission,  will  he  l)est  adaptijd  to  a 
lepmprelienslve  scheme  (►f  improvement  and  utilization  for  the  purp<xst»s  of  n^avl- 
gation,  of  w^ter-power  development,  and  of  other  beneficial  public  uses;  and 
If  necessary,  in  order  to  secure  such  sciieuie,  the  commission  sbiill  have  authority 
fe  NciQlre  the  modiDcation  Qf  any  project  and  of  the  plans  and  specification^ 
of  ^^  project  woriiEs  before  aj^praval. 

Does  no(  that,  in  substance,  while  not  expressing  it  as  fully  as  y(m 
lUMre  iN*asented  it,  really  carry  out  your  ideal 

.   i/bff.  Chadwick.  In  substance;  it  states  pn^tioaUy  the  pama  thiof, 
bat  A^t  is  only  a  part  of  tfaa  aeL 
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Mr.  Raker.  So  the  only  difFerence  now  between  the  provisions  of 
your  bill,  which  is  H.  K.  9681,  and  the  proposed  legislation  goes 
back  fundamentally  to  the  question  of  who  shall  constitute  this 
commission? 

Mr.  Chadwick.  That  and  the  method  or  manner  of  handling  the 
work  ^s  a  whole. 

Mr.  Raker.  Fundamentally,  the  difference  between  your  suggested 
legislation,  the  merits  of  which  you  have  so  ably  presented,  and  the 
bill  which  is  now  before  the  committee  is  the  constitution  of  the 
personnel  of  the  commission  ? 

Mr.  Chadwick.  Very  largely  so,  but  our  bill  is  based  upon  the 
proposition  of  a  broad  policy  first,  not  hydroelectric  power  as  the 
basic  principle. 

Mr.  Rae:er.  Your  theory  is  that  the  three  men  named  in  the  bill 
before  the  committee  are  overburdened  with  their  present  work? 

Mr.  Chadwick.  That  is  the  criticism. 

Mr.  Raker.  And  you  think  that  the  personnel  should  be  such  that 
they  could  devote  not  only  a  part  but  all  of  their  time  to  the  work 
of  the  commission  and  not  be  permitted  to  do  anjrthing  else,  giving 
their  time  solely  and  exclusively  to  this  work? 

Mr.  Chadwick.  Yes;  and  not  subjected  to  the  will  of  one  man 
who  can  remove  them  for  the  causes  set  forth  and  put  somebody  else 
in  there,  bringing  about  changing  administration,  changing  ideas 
and  varying  action  upon  an  interpretation  of  the  act. 

Mr.  Raker.  I  note  also  that  in  your  bill  ^ou  divide  the  commission 
geographically.  Do  you  make  that  suggestion  so  that  when  these  men 
are  selected  each  part  of  the  country  will  be  represented  on  the  com- 
mission ? 

Mr.  Chadwick.  You  have  the  humid,  the  arid,  and  the  semiarid 
sections  represented. 

Mr.  Raker.  Do  jjrou  think  that  would  make  any  material  difference 
in  the  administration  of  the  law  ? 

Mr.  Chadwick.  What  do  you  mean  by  that? 

Mr.  Raker.  Of  course  I  could  expand  on  that. 

Mr.  Chadwick.  I  did  not  quite  catch  what  you  meant. 

Mr.  Raker.  You  think  it  would  be  better,  so  far  as  the  administra- 
tion of  the  law  is  concerned,  to  select  a  man  from  each  locality  who 
is  familiar  with  the  conditions? 

Mr.  Chadwick.  I  think  that  is  desirable,  because  they  then  would 
be  better  able  to  deal  with  the  problems  that  come  before  them  with 
an  understanding  mind.  I  had  in  mind  this,  in  answer  to  your  ques- 
tion, that  when  this  commission  is  appointed  it  should  have  under 
its  jurisdiction  bureaus,  or  subcommissions  appointed  by  it  in  each 
State,  consisting  of  an  engineer,  a  lawyer,  and  a  business  man,  if  you 
like,  who  will  make  a  study  of  the  particular  conditions  of  the  State, 
with  a  view  to  coordinating  them  with  the  action  of  the  Federal 
Government,  and  with  other  States  by  reason  of  the  fact  that  they  are 
appointed  by  the  commission  of  the  Federal  Government,  and  they 
would  work  in  harmony.  Their  ideas  might  be  different,  but  their 
purposes  would  be  in  harmony.  In  other  words,  the  whole  proposi- 
tion is  this,  that  it  is  too  big  a  proposition  to  attempt  to  pass  any 
particular  act  in  reference  to  it  at  this  time,  until  you  have  thoroughly 
thrashed  out  the  idea  as  to  whether  there  can  be  a  broad,  g6nend 
policy  worked  out,  to  be  administered  by  a  Federal  commission. 
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Mr.  Eaker.  I  am  trying  to  call  this  to  your  attention.  As  a  matter 
of  fact,  with  some  slight  modifications,  are  not  all  of  the  conditions 
provided  in  your  proposed  legislation  also  provided  in  the  bill  which 
IS  before  the  committee,  with  the  exception  that  it  creates  a  different 
commission,  or  a  commission  made  up  in  a  different  way?  Is  not 
that  the  only  difference? 

Mr.  Chadwick.  I  am  not  prepared  to  admit  that,  nor  am  I  pre- 
pared to  pass  upon  the  bill  which  is  before  the  committee  without 
a  very  thorough  study  of  all  of  the  provisions  of  it.  I  have  read 
it,  but  one  reading  does  not  give  you  tne  grasp  of  everything  that  is 
in  it.  But  it  seemed  to  me  that  it  was  an  attempt  to  centralize  every- 
thing in  the  idea  of  hydroelectric  development,  that  everything  was 
conditioned  upon  that,  and  not  conditioned  upon  anything  else. 
That  seemed  to  me  to  be  the  proposition  of  the  bill  that  is  now  oefore 
the  committee,  and  that  everything  else  that  entered  into  it  was 
subordinate,  making  hydroelectric  energy^  the  fundamental  proposi- 
tion, whereas  I  have  attempted  to  take  it  from  the  other  end,  the 
broad  policy  in  reference  to  the  question,  as  a  whole. 

Mr.  Kaker.  It  has  been  explained  to  the  committee  by  Mr.  Merrill 
that  all  these  conditions  named  by  you  are  in  this  bill,  with  full 
power  given  the  commission  to  act  upon  them,  namely,  the  storage 
of  the  water  for  irrigation  purposes,  to  prevent  floods,  and  also  to 
store  watei'  by  assisting  in  araining,  and  also  to  get  the  use  out  of 
it  for  power  purposes.  It  has  been  explained  by  Mr.  Merrill  that 
all  these  propositions  are  in  the  bill,  and  the  proposed  commission 
would  have  full  authority  for  that  purpose,  as  you  nave  suggested. 

I  want  to  call  your  attention  to  the  second  proposition  and  ask  if 
it  does  not  present  the  same  thing  you  have  mentioned  here  in 
relation  to  attorneys,  experts,  and  assistants,  which  you  say  are  so 
necessary,  and  which  are  unquestionably  necessary.  So  that  if  this 
bill,  which  is  now  before  tne  committee,  does  provide  the  same 
things  as  are  provided  in  your  bill,  those  questions  are  eliminated, 
and  therefore,  there  is  no  difference,  except  in  the  composition  of  the 
commission. 

Mr.  Chadwick.  Assuming  that  to  be  the  case,  you  have  two  bills 
that  are  identical  as  to  their  purposes,  as  to  what  they  propose  to 
do,  with  the  exception  of  the  overlord,  or  the  conmiission,  and  that 
is  radical  and  fundamental.  Your  bill  is  fundamentally  a  power 
bill  with  25  pages  of  specifications.  Ours  is  not,  and  in  four  and  a 
half  lines  covers  all  that  is  required  to  accomplish  every  purpose. 

It  is,  of  course,  naturally  within  the  province  of  this  committee, 
when  it  formulates  its  final  bill,  to  take  into  consideration  all  points 
of  view  and  all  the  bills  which  ai'e  before  it  and  thrash  out  the 
matter  thoroughly,  and  to  present  a  bill  which  best  carries  out  the 
purposes  they  have  in  mind  in  the  simplest  and  best  way,  and  I  am 
simply  offering  these  suggestions  along  that  line,  but  I  am  opposed 
to  a  bill  whose  sole  purpose  is  power  fii*st ;  other  developments  second. 

Mr.  Hayden.  I  want  to  call  your  attention  to  section  2  of  the  bill 
before  the  committee  which  provides  that  the  executive  officer  of  the 
commission  shall  be  appointed  by  the  President,  by  and  with  the  ad- 
vice and  consent  of  the  Senate,  and  that  he  shall  have  a  salary,  and 
that  he  is  to  actually  give  his  entire  time  and  supervision  to  this 
matter.    Personally,  I  rather  like  the  idea  of  having  one  executive 
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officer  in  charge  of  this  work,  rather  than  a  commission.  It  seems  to 
me  we  have  gone  wild  in  the  matter  of  commissions  of  late  yearL 
It  is  impossible  to  fix  responsibilities  on  the  commissions  or  on  any- 
body on  the  commissions,  and  to  say  that  he  is  responsible.  The  hal>it 
of  passing  the  buck  has  gi*own  anu)ng  a  great  many  of  these  com- 
missions. 

Mr.  Chapwick.  You  would  make  him  not  only  the  executive  but 
the  judicial  officer,  to  exercise  power  and  judgment  in  reference  to 
these  various  problems,  and  I  do  not  think  you  can  combine  those  two 
things  in  one  man. 

Mr.  Haypbn.  Hs  is  named  in  this  bill  as  the  executive  officer. 

Mr.  Chadwick.  That  means  he  has  charge  of  everything  and  passes 
upon  those  matters,  and  the  three  secretaries  would  simply  give  the 
work  as  much  of  their  time  as  they  are  able  to  give,  and  when  he 
presents  a  matter  to  them  they  have  either  got  to  say  yes  or  no.  If 
they  say  yes,  they  are  merely  rubber  stamps,  and  if,  on  the  other 
band,  they  say  no,  they  have  to  give  a  good  reason  why.  Have  they 
the  time  to  do  it? 

Mr.  Baker.  This  commission  is  given  identically  the  same  powers 
that  the  five  commissioners  suggested  by  you  are  given.  They  are 
not  to  be  removed  except  by  the  President,  and  then  only  for  ne^led 
of  duty  or  malfeasance  in  office.  I  am  trying  to  find  out  whether  you 
are  in  favor  of  this  legislation,  when,  as  a  matter  of  fact,  all  of  the 
provisions  in  your  bill  are,  in  substance,  in  the  bill  before  this  com> 
mittee,  with  the  sole  exception  as  to  the  number  of  ipembers  of  the 
commission  and  how  they  shall  b^  appointed. 

Mr.  Chadwick.  I  am  in  favor  of  general  legislation  which  shall 
take  up  the  problem  of  rainfall  and  handle  it  in  the  interests  of  the 
people,  and  that  means  hydroelectric  pow^r  as  well  as  other  uses. 
I  am  strongly  in  favor  of  the  appointment  of  a  commission  that  ^ali 
have  continuous  administration  and  whose  sole  business  is  the  han- 
dling of  this  problem,  and  no  other. 

Mr.  Baker.  Is  it  your  theory  that  one  man  as  a  commissioner,  with 
full  power  and  authority  to  act,  would  not  give  ns  good  a  result  as 
though  you  had  three  or  five  men  on  the  commission? 

Mr.  Chadwick.  I  have  served  for  12  years  with  three  commis- 
({ioners,  any  two  of  whom  constitute  a  quorum  for  the  transaction  of 
business,  and  the  opinion  of  each  of  whom  acts  as  a  stimulus  to  the 
thought  activity  of  the  others  and  as  a  check  upon  their  actions,  with 
a  different  point  of  view  brought  into  their  discussions,  and  by  reason 
of  the  fact  that  they  have  equal  powers  questions  are  settled  that  no 
one  living  man  could  properly  settle  if  acted  upon  by  himself  alone. 
One  man  can  be  an  executive— do  what  he  is  told.  But  so  far  as  the 
determination  of  a  great  policy  is  concerned,  and  how  it  shall  be 
handled,  and  the  matter  of  the  coordination  of  the  various  elements, 
that,  in  my  judgment,  is  beyond  the  pow^  of  any  one  man. 

The  Chairman.  We  are  very  much  obliged  to  you  Mr.  Chadwick, 
for  your  very  interesting  discussion  of  the  subject  which  is  before  us. 

Mr.  Chadwick.  Mr.  Uhairmaa,  I  want  to  thank  you  and  the  mem- 
bers of  the  committee  for  the  very  courteous  attention  which  I  ha^ve 
received. 

The  Chairman.  Mr.  Kelley,  we  will  be  glad  to  hear  you  at  thie  time. 
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STATEHEHT  OF  C.  F.  KELLEY,  ESQ.,  42  BBOADWAY,  BTEW  YOBK, 

BEFBESENTINO  THE  MOHTANA  FOWEB  CO. 

The  Chairman.  Mr.  Kelley,  will  you  give  your  residence  and  State 
and  whom  you  represent? 
^  Mr.  Keli-ey.  Mr.  Chairman,  my  eastern  address  is  42  Broadway, 
New  York.    I  am  here  representing  the  Montana  Power  Co.    I  am 
counsel  for  that  company. 

Mr.  Chairman  and  gentlemen  of  the  committee,  I  regret  exceedingly 
that  I  was  not  able  to  be  present  at  all  of  the  sessions  of  the  committee 
that  I  might  have  heard  the  discussion  which  has  been  had.  Had  I 
been  able  to  have  been  present  I  would  have  been  able  to  avoid  a 
repetition,  in  part  of  some  of  the  things  that  undoubtedly  have  been 
said  to  vou. 

I  IcoK  upon  the  present  measure,  referring  to  the  bill  which  is  now 
before  the  committee  in  the  form  of  a  committee  print  as  a  substitute 
for  Senate  bill  1419,  and  not  to  the  bill  discussed  by  Mr.  Chadwick, 
ns  being  the  subject  of  mutual  congratulations  on  the  part  of  all  peo- 
ple who  are  interested  in  water-power  legislation,  particularly  in  get- 
ting something  that  will  appeal  with  some  security  to  the  financial 
investment  that  must  be  made. 

The  bill  necessarily  represents  a  compromise.  There  are  some 
things  in  connection  with  it  that  we  believe  shquld  be  changed,  and 
there  are  some  things  that  we  believe  could  be  bettered  ;•  we  believe 
that  the  betterment  of  the  bill  in  these  respects  would  lead  to  that 
which  you  want,  to  wit,  the  encouragement  of  the  development  of  the 
water  powers  controlled  by  the  Government. 

You  must  remember  in  dealing  with  this  subject  that  what  we  are 
primarily  considering  is  the  development  of  what  is  an  unused  asset, 
of  that  which  is  only  potentially  valuable,  and  that  aside  fi'om  cer- 
tain constitutional  and  other  legal  questions,  to  which  I  do  not  intend 
to  devote  myself  at  this  time,  the  principal  controversy  has  been  as 
to  the  tenure  which  should  be  provided  for  in  a  bill,  and  the  recapture 
provisions,  if  such  are  to  be  inserted,  that  should  prevail  at  the  end 
of  the  license  period. 

So  far  as  recapture  is  concerned,  I  think  there  has  come  to  be, 
gradually,  a  reconciliation  of  the  various  views  in  respect  to  the 
principle. 

I  remember  when  it  was  first  proposed  that  there  should  be  a  re* 
capture  provision  in  any  water-power  legislation,  the  proposition  was 
looked  upon  with  a  great  deal  of  alarm  by  the  people  who  had  to  do 
with  the  investment  side  of  the  question.  But  gradually  the  idea  has 
come  to  prevail  that  possibly  a  plan  of  recapture  can  be  worked  out 
that  will  adequately  protect  the  investment,  and  no  bill  you  can  pass 
is  worth  anything  as  a  legislative  measure,  as  a  constructive  measure, 
unless  it  is  a  bill  under  which  financial  operations  can  be  carried  on 
with  safety.  Any  legislation  should  recognize  that  there  must  be 
sufficient  inducement  and  profit,  considering  all  of  the  ordinary  risks 
and  hazards  of  business,  and  they  are  great,  to  impel  men  to  go  into 
the  business  as  a  proposition  out  of  which  remunerative  returns  can 
Ihs  made  and  the  actual  investment  adequately  safeguarded.  So  much 
is  a  ^tement  of  mere  truism& 

I  want  to  discuss  the  recapture  provision  of  the  present  bill.  It  is, 
to  a  certain  extent,  a  departure  from  anything  that  hks  heretofore 
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been  conceived  of  in  connection  with  this  character  of  legislation, 
which  in  various  forms  has  heretofore  received  the  consideration  of 
both  the  House  and  the  Senate. 

Under  section  3,  page  6,  after  definitions  of  the  various  terms  that 
enter  into  hydroelectric  development,  we  find  the  proposition  that 
involves  the  most  important  element  of  tlie  bill.  I  oelievc  that  the 
machinery  of  the  bill  has  been  adequately  worked  out  I  belieTe 
that  a  commission,  consisting  of  the  Secretaries  of  War,  Interior, 
and  Apiculture,  is  the  logical  place  in  which  to  vest  the  authority 
that  will  be  exercised  in  connection  with  the  development  of  hydro- 
electric power;  that  the  Secretary  of  War  should  be  a  member  of 
that  commission  because  of  the  necessity  of  maintaining  and  protect- 
ing the  navigability  of  certain  streams;  the  Secretary  of  Interior 
and  the  Secretary  or  Agriculture  should  be  members  of  that  commis- 
sion because  of  the  necessity  for  avoiding  a  division  in  the  jurisdic- 
tion of  the  two  departments  with  reference  to  the  subject  matter. 

I  believe  such  a  commission  will  avoid  a  situation  that  has  been  the 
cause  of  embarrassment  and  delay  in  trying  to  work  out  a  plan  for 
the  development  of  water  power.  As  you  know,  the  rules  under 
which  permits  were  granted,  the  tenure  and  conditions  under  which 
they  were  held,  have  differed  in  the  two  departments,  and  it  has  been 
a  difficult  matter  to  work  out  a  plan  of  reconciliation  between  the  two 
departments. 

I  think  the  machinery  of  this  bill  is  probably  as  good  as  could 
be  devised,  and  I  am,  moreover,  of  the  opinion  that  the  jurisdiction 
should  remain  vested  in  those  great  executive  departments  of  the 
Government  that  have  to  do  with  the  administration  of  the  public 
lands  in  the  West. 

The  theory  upon  which  this  bill  has  been  drafted  is  that  the  arbi- 
trarily defined  "  net  investment "  shall  be  assured  to  the  investors  at 
the  end  of  the  license  period. 

Net  investment  consists  of  the  actual  legitimate  original  cost 
thereof  (referring  to  the  project)  as  defined  and  interpreted  in  the 
classification  in  use  by  the  Interstate  Commerce  Commission  in 
1914  wiUi  reference  to  railway  investment,  "together  with  the 
similar  costs  of  additions  and  betterments." 

My  first  criticism  of  this  definition  is  that  it  does  not  provide 
for  replacements  or  renewals,  except  such  replacements  or  renewals 
as  are  made  from  current  depreciation  reserves. 

In  other  words,  in  the  event  of  a  substantial  injury  to  a  consider- 
able part  of  the  project,  as  for  instance,  the  going  out  of  a  dam,  there 
is  no  provision  tor  taking  care  of  a  replacement  or  a  renewal  thereof. 
Replacements  and  renewals  may  constitute  important  items  in  con- 
nection with  drydroelectric  investment.  All  that  is  taken  care  of  in 
the  bill  is  the  original  cost  of  the  project,  with  extensions  and  better- 
ments, as  distinguished  from  those  things  that  may  constitute  re- 
newals or  replacements. 

This  original  cost  is  then  diminished  by  four  items,  to  wit,  unap- 
propriated surplus — I  have  no  criticism  of  that.  As  a  matter  of 
fact,  if  in  the  conduct  of  a  business  from  accumulated  earnings  there 
has  grown  up  an  unappropriated  surplus  which  is  properly  allo- 
cated to  the  project,  there  is  no  reason  why  on  recapture  such  an 
item  should  not  constitute  a  credit  against  cost  and  the  investment 
be  returned  diminished  to  that  extent. 
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Mr.  Stefhens.  Suppose  you  build  a  dam  out  of  the  surplus  and 
that  washes  out.  Would  you  not  treat  that  exactly  the  same  as  an 
unappropriated  surplus!  If  you  put  new  capital  in  to  build  the 
dam,  it  ought  to  be  allowed  as  the  original  cost ;  if  the  dam  is  rebuilt 
out  of  the  earnings  of  the  company,  it  would  be  a  proper  offset. 

Mr.  Kelley.  My  answer  to  that  is  that,  apparently,  I  do  not  have 
the  same  definition  in  mind  of  unappropriated  surplus.  I  would 
define  unappropriated  surplus  under  the  provisions  of  the  bill  as 
that  part  of  the  accumulated  earnings  which  has  been  placed  in 
the  treasury  of  the  company  and  has  enhanced  the  value  of  the  capi- 
tal stock  above  the  100  per  cent  originally  contributed  and  which 
has  not  been  appropriated  to  any  specific  purpose.  As  soon  as  you 
take  any  part  of  the  accumulated  surplus  and  devote  it  to  the  build- 
ing of  a  dam  it  would  be  appropriated  surplus,  because  it  would  be 
appropriated  to  a  specific  purpose  and  serve  a  specific  function.  Let 
me  show  you  how  it  would  work  out  on  recapture.  If  the  surplus 
was  maintained  in  the  treasury  of  the  company  unappropriated  for 
any  purpose,  it  would  constitute  a  credit  against  the  original  cost, 
and,  of  course,  the  stockholders  would  have  the  benefit  of  that,  be- 
cause upon  the  termination  of  the  life  of  the  company  there  would 
be  a  distribution  of  assets,  and  unappropriated  surplus  and  other 
capital  assets  would  be  distributed  to  the  shareholders. 

But  if  the  company  appropriates  accumulated  surplus  to  the  recon- 
struction of  a  destroyed  dam  that  money  is  used  and  the  fund  be- 
comes exhausted;  but  it  can  not  be  capitalized  for  the  purpose  of 
recapture,  becausp  there  is  no  provision  in  the  bill  by  which  surplus 
reinvested  in  the  business  in  replacements  or  renewals  or  for  ma- 
chinery or  other  appliances  that  may  become  obsolete  can  be  taken 
into  consideration  upon  recapture. 

Mr.  Stephens.  You  do  not  agree  with  that;  you  are  opposed  to 
that  feature  of  the  bill? 

Mr.  Kelley.  I  am  opposed  to  that.  I  believe  that  so  far  as  the 
anappropriated  surplus  m  the  treasury  of  the  company  is  concerned, 
it  properly  constitutes  a  credit  against  the  original  cost,  and  on 
recapture  the  investment  should  be  reduced  by  an  equivalent  amount ; 
but  if  the  surplus  has  been  put  back  into  the  business,  so  that  there 
is  an  additional  cost,  I  believe  that  it  should  constitute  an  element 
of  value  that  should  be  taken  into  consideration  on  recapture. 

Mr.  Stephens.  Why  so?  It  is  taken  .out  of  the  earnings  that  have 
been  collected  and  the  surplus  that  has  been  collected  from  the 
people,  and  I  do  not  quite  understand  upon  what  basis  you  would 
justify  that. 

Mr.  Kelley.  When  you  organize  a  corporation  and  begin  to  do 
business,  theoretically  your  capital  stock  is  worth  100  per  cent,  and 
it  is  paid  either  in  money  or  m  property.  Unless  surplus  has  been 
contributed  as  part  of  the  capital,  you  do  not  get  any  surplus  until 
you  earn  money.  A  surplus  is  not  accumulated  except  by  taking 
earnings  and  deducting  therefrom  operating  expenses,  depreciation, 
and  other  charges,  together  with  dividends  paid.  The  balance  in  the 
treasury  of  the  company  constitutes  unappropriated  surplus. 

Mr.  Stephens.  Which  represents  a  surplus  you  collect  over  and 
above  a  legitimate  rate? 

Mr.  Kelley.  Not  necessarily  so.  It  might,  or  it  might  not,  rep- 
resent that.    It  would  not  necessarily  follow. 
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We  will  assume  that  under  proper  regulation  the  enteirprise  will 
not  be  permitted  to  make  excessive  earnings  or  charge  excessive  rates. 
If  that  is  true,  you  have  got  in  the  treasury  of  your  company  an 
amount  that  represents  accumulated  income  above  disbursements^ 
and  if  that  is  put  back  into  the  business  in  replacements,  you  get  no 
credit  for  it,  because  all  you  can  take  into  consideration  is  tne  original 
cost. 

Mr.  Stephens.  But  the  company,  really,  as  a  matter  of  fact,  does 
not  put  it  back;  they  collected  it  from  the  people,  and  the  people 
have  put  it  back. 

Mr.  Kelley.  Of  course,  that  is  upon  the  theory  that  there  is  to  be 
no  profit  and  the  operation  is  solely  for  the  public  benefit. 

Mr.  Stephens.  Oh,  no;  you  have  already  taken  out  your  deprecia- 
tion and  taken  out  the  interest  paid  to  the  investors  on  the  stock,  and 
established  a  surphis  over  and  above  everything  .else.  Now,  when 
that  goes  back  again  into  replacement  for  the  washout  of  a  dam,  for 
instance,  you  are  contending  that  you  ought  to  have  credit  for  that 
as  capital. 

Mr.  Kelley.  If  it  is  reinvested  in  the  business  by  reason  of  the 
fact  that  your  firat  investment  has  been  destroyed  through  something 
that  could  not  have  been  foreseen.  You  have  got  to  replace  that  with 
capital. 

Mr.  Stephens,  But  you  do  not  do  that.  You  are  taking  it  out  of 
the  surplus  earnings. 

Mr.  Kelley.  If  I  have  made  a  surplus  legitimately,  it  belongs  to 
me.  It  does  not  belong  to  the  people,  to  the  Government ;  it  belongs 
to  the  corporation,  and  if  reinvested  in  the  business  should  be  treated 
as  additional  capital. 

Mr.  Stephens.  It  certainly  would  be  excess  surplus  if  you  have 
allowed  for  all  these  other  considerations. 

Mr.  Kelley.  If  you  have  had  a  fair  return  for  distribution  it  might 
be  excess  surplus,  but  I  cannot  conceive  of  any  kind  of  a  business 
pt^operly  conducted  where  you  are  regulated  by  a  rate-making  body 
m  whicn  you  can  have  a  condition  where  your  surplus  must  oineces- 
sity  be  illegitimate,  or  consist  of  Sk  too  great  profit. 

One  result  of  this  provision  of  the  bill  would  be  that  the  surplus 
would  not  be  reinvested.  You  would  recapitalize  by  securing  out- 
side money  instead  of  reinvesting  your  surplus.  Whether  that  is  a 
good  thing  to  do  in  all  cases  is  a  matter  of  policy  and  should  receive 
the  consideration  of  this  committee. 

Mr.  Ferris.  If  the  bill  were  amended  so  that  you  would  bind  the 
Government  to  buy  everything  back  and  pay  for  everything,  what 
chance  would  capital  take,  and  what  is  the  risk  that  the  investors 
would  run  if  the  bill  were  amended  as  you  suggest? 

Mr.  Kelley.  I  think  the  investors,  under  this  bill  or  under  the  bill 
that  you  introduced,  or  under  any  bill  of  this  character,  runs  ever}- 
chance. 

Mr.  Ferris.  How? 

Mr.  Kelley.  There  is  abs6lutely  no  guarantee  on  the  part  of  any- 
body that  these  projects  will  ever  be  taken  over.  There  is  no  guar- 
antee that  there  will  ever  be  returned  to  anybody  a  single  dollar  that 
is  invested  in  these  projects. 

Mr.  Ferris.  Either  that  or  you  would  have  perpetual  possession. 
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Mr.  KfxxET.  If  a  project  is  a  business  success  it  will  probably  bo 
taken  over;  if  there  are  failures  among  developments  they  never  will 
be  taken  over. 

You  ask  me  what  liabilitj'  does  a  man  take  who  invests  money  in 
this  business.  He  takes  the  liability  that  is  inherent  in  entering  mto 
an  extremely  hazardous  business.  The  chance  incidental  to  a  haz- 
ardous business  should  be  regarded  as  liability  enough,  and  if  there 
is  added  to  the  liability  thus  existing,  by  superimposing  upon  the 
business  an  additional  liability,  so  far  as  water  powers  are  concerned 
they  will  not  be  developed.  Why  should  any  investor  put  his  money 
in  water  powers  as  long  as  there  are  other  avenues  of  investment 
oi>en  to  him? 

If  the  Government  was  guaranteeing  to  take  these  projects  over  at 
the  end  of  50  years,  or  if  there  was  any  guaranty  as  to  a  single 
dollar  that  went  into  the  enterprise,  then  I  agree  that  the  more 
strictly  these  provisions  were  defined  the  better  would  be  the  legisla- 
tive policy. 

Mr.  Ferbis.  But  the  alternative  that  this  bill  provides  for, 
amended  as  you  suggest,  would  mean  perpetual  ownership,  and  that 
would  be  a  very  valuable  alternative,  would  it  not  ? 

Mr.  KfiLLEY.  I  can  not  imagine  anything  that  is  more  incontro- 
\'eitible  than  the  unprofitableness  of  being  saddled  with  the  per- 
petual ownership  of  a  nonsuccessful  business  enterprise. 

Mr.  Ferris.  \  ou  would  not  want  the  Government  to  be  an  insurer 
as  to  everything — ^as  to  business  sagacity,  business  success,  business 
operations,  business  replacement,  accidents,  floods,  and  washouts? 

Mr.  Keluey.  No  ;  I  do  not  think  the  Government  sliould  become  an 
insurer  of  anything,  but  I  think  we  ought  to  take  this  position  about  it : 
If  the  licensee  takes  the  hazard  with  reference  to  the  business,  takes 
all  the  risks,  puts  up  tlie  money,  and  is  limited  to  50  years'  operation, 
he  ought  to  be  sure  at  least  that  the  money  that  goes  into  the  project 
would  be  adequately  protected.  If  there  is  sacrificed  under  this  bill, 
every  opportunity,  as  I  think  I  can  demonstrate,  to  make  that  profit 
which  comes  pot  alone  from  the  reinvestment  of  money,  but  from 
the  exercise  of  executive  ability,  capable  management,  development 
of  business,  promotion  of  the  enterprise,  application  of  energy,  if 
l>usiness  enterprises  are  to  be  stripped  of  possible  gain  for  those 
things  which  represent  the  greatest  of  values  to  it  and  are  to  be 
placed  upon  the  basis  of  cold,  hard  dollars  that  are  invested  in  it  at  a 
fair  return,  being  the  limit  of  successful  endeavor,  the  very  least,  it 
seems  to  me  that  should  be  done  under  the  circumstances,  without 
guaranties,  without  any  obligation  to  make  good,  is  for  the  Govern- 
ment to  say  if  we  take  this  successful  enterprise  over,  at  the  end  of  a 
50-year  period  we  will  at  kast  adequately  protect  the  dollars  that 
have  actually  gone  into  the  business. 

The  Chairman.  Do  jnou  not  think  the  recapture  provisions  of  these 
bills  are  a  mere  myth  and  that  no  recapture  will  really  take  place? 

Mr,  Kellet.  I  do  not  know  as  to  that,  Mr.  Chairman.  I  never 
have  been  very  much  disturbed,  as  a  practical  matter,  about  the  situ- 
ation, and,  as  my  friend  Mr.  Merrill  can  testify,  we  have  gone  along 
for  a  good  many  years  doing  business  with  the  Government.  I  have 
never  believed  that  the  power  of  the  United  States  Government 
would  be  arbitrarily  or  unfairly  exercised  about  these  matters.     I 
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have  spent  hours,  a  good  many  of  them,  in  trying  to  inculcate  that 
same  belief  into  the  minds  of  those  who  were  controlling  or  repre- 
senting the  investors.  The  attorneys  particularly  who  represent 
those  who  are  putting  their  money  into  these  enterprises  have  not  as 
a  rule  been  willing  to  so  advise. 

The  Chairman.  They  want  to  be  absolutely  sure. 

Mr.  Kelley.  Yes.  You  must  show  them  what  the  Government  is 
going  to  do  in  exchange  for  the  dollars  invested  when  and  if  it  takes 
title  to  the  property. 

The  Chairman.  If  we  keep  on  levying  income  taxes  and  excess- 
profit  taxes,  we  may  have  something  else  to  consider  besides  the  prof- 
itableness of  the  business  in  the  recapture  clause.  In  other  words, 
recapture  may  proceed  as  we  go  along. 

Mr.  ICelley.  Resuming  the  discussion  of  net  investment,  the  origi- 
nal cost  is  diminished  by  three  items:  First,  unappropriated  surplus; 
second,  aggregate  credit  balances  of  current  depreciation  accounts — 
I  think  that  is  all  right.  If  credit  balances  exist  in  the  depreciation 
account  that  have  not  been  applied  to  replacements  or  renewals,  it 
represents  money  available  to  the  corporation,  and  therefore  I  think 
it  is  a  proper  credit  against  cost. 

The  third  item  is  aggregate  appropriation  of  surplus  or  income 
held  in  amortization,  sinking  fund,  or  similar  reserves,  or  expended 
for  extensions  or  betterments.  These  three  deductions  are  offsets 
against  the  original  cost  when  they  have  been  accumulated  from 
earnings  in  excess  of  a  fair  return.  There  you  come  to  all  there  is  in 
the  bill  from  a  financial  standpoint,  the  crux  of  the  entire  situation, 
What  is  a  fair  return? 

Under  section  10  of  the  bill  it  is  up  to  the  licensee  as  an  obligation 
imposed  when  he  takes  out  his  license  to  maintain  adequate  deprecia- 
tion reserves  for  the  efficient  maintenance  of  the  plant,  the  genera- 
tion and  transmission  of  power,  the  making  of  renewals,  replace- 
ments, extensions,  and  betterments.  Under  section  10  he  obligates 
himself  under  his  license  to  maintain  an  adequate  depreciation  re- 
serve.  . 

At  any  time  during  the  50-year  period  the  depreciation  reserve  can 
be  challenged  by  the  Government  official,  by  this  executive  officer,  or 
by  the  commission.  Immediately  it  becomes  a  question  as  to  what  is 
an  adequate  depreciation  reserve  and  to  what  extent  it  shall  be  main- 
tained. There  is  nothing  in  section  10  that  says  anything  about  a 
fair  rate  of  return,  so  that  irrespective  of  the  earning  power  of 
the  project,  irrespective  of  the  returns  that  are  being  made,  the 
licensee  is  obliged  to  maintain  what  may  be  determined  as  an  ade- 
quate depreciation  reserve. 

Now,  gentlemen,  conceive  the  situation  in  which  that  leaves  the 
matter.  Suppose  the  licensee  objects  to  the  reserve  that  the  Govern- 
ment says  must  be  maintained  as  adequate  to  cover  all  the  foregoing 
propositions.  It  immediately  becomes  a  matter  for  judicial  deter- 
mination. Under  the  judicial  decisions  the  return  is  protected  only 
to  the  point  where  to  lessen  it  would  be  held  confiscatory. 

The  interest  of  the  Government,  acting  through  its  officials,  will  be 
to  accumulate  as  much  as  possible  in  depreciation  and  amortization 
reserves.  Why  ?  Because  such  accumulated  items  act  as  an  offset  to  the 
original  cost  upon  recapture.    The  interest  of  the  licensee,  conversely, 
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will  be  to  keep  his  depreciation  and  amortization  reserves  at  the  lowest 
possible  figure  because  by  so  doing  he  builds  up  the  ultimate  sum  for 
which  payment  will  be  made  upon  recapture.  Thus  you  have  the  in- 
consistent theory,  in  my  judgment,  of  putting  a  bonus  upon  unskill- 
ful, inefficient,  and,  from  the  standpoint  of  service,  unwise  operation. 
So  long  as  the  licensee  can  go  along  with  the  expenditure  of  the  least 
money  m  the  maintenance  of  his  plant,  particularly  toward  the  termi- 
nation of  the  license  period,  he  is  adding  that  much  money  value  to 
the  plant  when  it  comes  up  for  final  recapture.  If,  on  the  other  hand, 
the  Government  can  compel,  irrespective  of  the  return,  the  accumla- 
tion  of  a  large  balance  in  amortization  or  depreciation  reserve,  it 
reduces  to  the  Government  the  value  that  will  be  placed  upon  the 
plant  in  recapture. 

The  whole  essence  of  this  bill,  so  far  as  its  financial  plan  is  con- 
cerned, is  centered  in  the  one  sentence  that  original  cost  shall  be 
minus  upon  a  proper  allocation,  of  income  in  excess  of  a  fair  return, 
unappropriated  surplus,  depreciation  reserves,  and  the  aggregate  ap- 
propriated surplus  spent  in  betterments  and  in  improvements.  The 
matter  of  what  constitutes  a  fair  return  thus  becomes  all  important, 
as  does  also  the  time  when  such  return  is  to  be  fixed.  Should  this  de- 
cision be  made  when  issuing  the  license?  I  say  absolutely  not.  No 
one  can  set  down  in  advance  of  the  development  of  a  hydroelectric 
project  a  limit  that  would  be  fair  in  character. 

The  conditions  that  may  dvelop  with  reference  to  each  particular 
development  are  individual  in  their  character.  There  are  no  univer- 
sal conditions  that  apply  or  that  can  be  made  to  apply  to  these 
projects.  Each  one  stands  on  its  own  bottom.  In  each  one  there  are 
certain  elements  of  risk  or  favorable  conditions  that  can  not  be  made 
<:onrimon  to  all. 

No  one  can  calculate  in  the  beginning  exactly  what  return  should  be 
expected  from  a  certain  development.  Experience  has  shown  that 
there  is  always,  with  each  step  of  development,  a  gradually  ascending 
curve  until  the  peak  earning  capacity  has  been  reached.  Unless  an- 
other development  is  then  added  to  maintin  the  increase  of  business, 
the  curve  begins  to  descend.  There  must  be  some  flexibility  that  will 
enable  the  licensee  to  meet  varying  business  conditions. 

I  can  not  conceive  how  you  can  say  in  any  bill  that  8  per  cent,  10 
per  cent,  or  15  per  cent  is  a  fair  return.  •  It  is  a  question  that  depends 
upon  the  individual  conditions  that  surround  each  particular  case. 

Mr.  Ferris.  That  would  constitute  some  latitude  and  discretion  in 
the  licensing  board. 

Mr.  Kelley.  Very  great  discretion  and  very  great  judicial  judg- 
ment. 

Mr.  Ferris.  How  do  the  water-power  people  themselves  feel 
toward  the  matter  of  granting  discretion  to  this  board?  So  many 
times  in  the  previous  hearings  there  has  been  a  clamor  on  the  pnrt 
of  the  water-power  people  to  have  written  into  the  law  hard  -  rl 
fast  rules. 

Mr.  Kelley.  No;  I  am  opposed  to  that.  I  believe  that  it  is  as 
impossible  to  fix  the  matter  definitely  in  advance  as  it  is  to  definitely 
foretell  the  future.  You  must  leave  some  discretion  in  the  govern- 
ing board.  You  can  not  say  to  the  board  you  must  allow  8  per  cent 
or  10  per  cent    That  is  not  feasible,  because  8  per  "^nt  and  10  per 
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cent  are  vnHables.  Neither  would  it,  in  my  opinion,  be  fair  to  fix  a 
return  at  the  end  of  the  license  period.  Would  you  think  it  fair  to 
give  one  a  license  and  turn  over  the  development  of  a  hydroelectric 
power  to  hitn,  and  let  him  spend  money  developing  the  business,  ex- 
panding it,  building  it  up,  and,  when  he  has  reached  a  point  of  sup- 
posed profit  in  the  business  that  enabled  him  to  pay  back  to  the  bond- 
holders their  money,  pay  a  supposed  fair  rate  of  return  as  dividends 
to  the  stockholders  to  make  a  readjustment  at  the  end  of  the  license 
period,  the  effect  of  which  might  be  to  wipe  out  all  of  the  capital 
assets  of  the  company? 

I  can  conceive  of  a  project  that  cost  $4,000,000 ;  the  accumulated 
credits  against  it  would  amount  to  over  $1,000,000.  I  am  expecting 
to  get  $3,000,000  back  upon  recapture,  but  some  judicial  officer  vested 
with  discretion,  looking  back  over  a  period  of  successful  business 
enterprise,  says.  You  have  paid  10  per  cent.  Eight  per  cent  during 
this  time  was  a  fair  return,  and  therefore  the  United  States  Govern- 
ment, or  the  subsequent  licensee,  may  take  the  property  upon  the 
basis  of  a  subsequently  adjudged  fair  return  that  might  deprive  one 
of  property  carried  at  the  $3,000,000  mentioned  without  paying  a 
dollar.  Therefore  the  carried  capital  investment  has  been  wiped  out 
by  the  difference  between  a  subsequently  adjudged  fair  return  and 
what  may  have  been  considered  a  fair  return  when  looking  ahead  and 
considering  the  difficulties  of  the  business,  with  all  its  hazards  and 
uncertainties,  was  quite  different  from  looking  back  upon  la  career 
of  successful  business  accomplishment. 

(Thereupon  the  committee  took  a  recess  until  2  o'clock  p.  rii.) 

AFTER  RECESS. 


The  committee  reassembled  at  2  o'clock  p.  m.,  pursuant  to  recess. 
The  Chairman.  The  committee  will  come  to  order.    You  may  pro- 
•  ceed.  Mr.  Kellev. 


STATEMENT  OP  MR.  C.  F.  KELIEY— Continued. 

Mr.  Kellev.  Mr.  Chairman,  we  were  considerirg  prior  to  the  re- 
cess the  various  elements  that  constitute  the  definition  of  net  invest- 
ment under  the  terms  of  the  bill.  I  had  made  objection  to  the  defini- 
tion. To  summarize,  in  the  first  place,  renewals  and  replacements 
properly  chargeable  to  capital  account  were  not  taken  care  of.  In 
the  second  place,  I  believe  that  the  policy  of  the  bill  was  not  good, 
because  it  placed  a  bonus  upon  the  licensee  failing  to  make  proper 
depreciation  charges,  as  thereby  the  value  of  his  property  upon  re- 
capture would  be  enhanced ;  thirdly,  the  policy  of  the  bill  was  open  to 
question  because  of  the  conflict  which  will  inevitably  come  between 
those  officers  who  will  and  should  be  zealous  in  protecting  the  public 
interests,  and  consequently  in  depleting,  as  far  as  possible,  the  v&lue 
on  recapture,  through  the  building  up  of  amortization  sinking  funds 
or.  depreciation  reserves,  to  apply  as  a  credit  upon  recapture. 

Now,  these  objections  are  fundamental.  It  is  not  a  question  of  the 
wHter-power  people  being  willing  to  accept  the  provisions  of  the  bill. 
Through  close  and  intimate  contact  with  governmental  officials  I 
think  those  who  have  been  immediately  concerned  in  the  development 
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of  water  power  have  lost  to  some  extent  the  feeling  that  their  interests 
were  being  jeopardized  by  the  various  recapture  provisions  and 
methods  of  appraisal  at  the  end  of  the  license  period  embodied  in  the 
several  bills  on  the  subject.  But,  gentlemen,  you  are  passing  the  bur- 
den of  the  situation  to  us.  It  ia  not  the  water-power  people  even- 
tually who  will  make  the  objections,  but  we  in  turn  will  be  confronted 
by  them  the  moment  we  seek  the  financial  assistance  so  necessary  for 
the  development  of  these  water  powers. 

As  I  pointed  out  this  morning,  the  essential  proposition  upon  which 
the  whole  financial  fabric  of  this  bill  rests  is  the  element  of  fair  re- 
turn, because  these  various  funds  are  only  credited  back  against  the 
original  cost,  when  they  are  accumulated  out  of  earnings  in  excess 
of  a  fair  return.  With  the  question  of  fair  return  undetermined,  as 
i(  must  of  necessity  be  in  the  initial  stages  of  the  enterprise,  the 
licensee  is  confronted  with  the  probable  situation — at  least  the  pos- 
sible situation — of  working  to  the  end  of  the  license  period  and  then 
finding  that  by  judicial  definition  of  -'fair  return"  his  entire  prop- 
erty account  upon  which  he  expected  to  realize  upon  its  being  taken 
over  by  the  Government  has  been  completely  obliterated  and  wiped 
out. 

Now,  why,  gentlemen,  should  there  be  in  this  particular  class  of 
legislation  any  necessity  for  inserting  these  ambiguous  and  restric- 
tive provisions  that  burden  us  and  that  are  troublesome?  What  is 
there  peculiar  to  water-power  enterprises,  as  distinguished  from  any 
ordinary  enterprise,  that  makes  it  essential  to  distinguish  and  define 
with  absolute  particularity  in  advance — 50  years  in  advance — of  a 
possible  situation  calling  for  its  application,  a  rule  unsupported  by 
judicial  decision,  and  without  interpretation  to  inform  as  to  its 
meaning? 

This  legislation  is  not  only  a  limitation  upon  those  elements  of 
property  that  enter  into  water-power  development  as  distinguished 
from  any  other  species  of  property  but  it  is  also  a  limitation  upon 
the  undoubted,  unquestioned  sovereign  right  of  the  Government  as 
well.  We,  by  the  terms  of  the  social  compact,  agree  that  every  prop- 
erty right  we  exercise,  of  every  kind  or  nature,  is  subject  to  the  para- 
mount authority  of  the  sovereign  acting  under  the  laws  of  eminent 
domain.  Your  farm,  your  house,  your  factories,  your  mill,  any 
property  that  you  own,  is  subject  to  be  taken  from  you  at  any  time 
that  public  necessity  justifies,  upon  terms  and  conditions  that  the 
sanctified  authority  of  law  in  the  course  of  centuries  has  built  up 
and  defined  not  alone  for  the  protection  of  the  citizen  but  as  a  matter 
of  fair  dealing  between  the  sovereign  authority  and  the  citizen  who 
exepcises  that  primary  constitutional  right  of  acquiring  property  by 
due  process  of  law. 

Wny,  gentlemen,  is  there  a  necessity  for  restricting,  for  trying  to 
force  into  a  bed  that  will  not  contain  it,  an  inadeq[uate  definition  of 
value  for  this  particular  species  of  property  as  distinguished  from 
any  other  character  of  prof>erty  that  the  Constitution  of  the  United 
States  or  the  laws  eanfer  upon  its  citizens  to  hold  and  enjoy?  Could 
not  every  right  of  the  people,  of  the  body  politic,  be  protected  ade- 
quately by  the  simple  provision  that  at  the  end  of  the  period  the 
sovereign  authority  would  possess  the  right,  uppn  condemnation,  to 
takp  over  this  particular  class  of  property  upon  paying  just  com- 
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pensation?  At  once  a  certain  school  of  economists  will  object.  They 
say,  "  You  have  no*  right  to  any  increase  in  value  or  to  obtain  the 
benefit  of  an  unearned  increment  in  this  property."  Very  well;  of 
what  does  that  consist?  The  possible  increase  in  value  of  certain 
elements  of  the  enterprise  the  valuation  of  which  could  be  restricted. 

It  may  be  due  to  legal  training  and  it  may  be  a  matter  of  preju- 
dice, but  I  foresee  clearly  that  any  attempt  to  embrace  within  a  con- 
crete definition  which  is  one  of  limitation  and  exclusion  the  elements 
of  valuation  50  years  in  advance  of  the  time  when  that  right  is  to  be 
exercised  by  the  sovereign  can  not  help  but  work  to  the  prejudice  of 
the  particular  species  of  property  that  is  thus  circumscribed.  Under 
this  bill  I  challenge  anyone  to  point  out  how  it  is  possible  to  do  more 
than  make  a  fair  return,  and  that  return  uncertain  and  indefinite, 
on  the  actual  money  invested.  If  the  business  is  under  the  terms  of 
the  act  subject  to  proper  regulation  as  to  rate  making,  no  question 
of  excess  profits,  no  question  of  extortionate  rates  should  be  involved; 
and  if  all  that  the  licensee  is  permitted  to  do  is  to  make  a  fair  return 
during  the  period  of  his  license,  why  isn't  it  fair  at  the  end,  if  the 
(xovernment  wants  to  recapture  the  property,  that  it  should  treat  hira 
exactly  as  it  would  treat  the  owner  of  a  farm,  a  mill,  a  factory,  or 
the  owner  of  a  house,  and  take  the  property  upon  paying  just  com- 
pensation? We  all  know  what  that  means.  We  know  the  elements 
of  damage  and  of  value  that  enter  into  it.  I  can  not  conceive  of  any 
reason  why  we  could  not  avoid  the  endless  controversy  that  has  been 
carried  on  unceasingly  for  six  or  eight  years  over  the  various  recap- 
ture provisions  of  the  different  bills  that  have  been  proposed  upon 
this  subject. 

I  would  suggest  that  if  just  compensation  is  not  satisfactory,  if 
you  are  not  willing  to  insert  in  the  bill  that  the  Government  may  take 
back  the  property  upon  the  payment  of  just  compensation,  that  there 
is  another  provision  which,  if  adopted,  would  avoid  discrimination 
as  against  other  property,  and  would  not  be  regarded  so  unfavorably 
by  investors  in  considering  this  particular  class  of  investm^it;  and 
that  would  be  to  follow  the  line  that  was  suggested  in  the  United 
States  Senate  bv  Senator  Walsh  in  an  amendment  to  the  Ferris  bill, 
I  believe,  or  to  the  bill  that  was  the  successor  to  the  Ferris  bill,  in 
final  hearing  before  the  Senate;  to  base  a  valuation  upon  the  sum 
of  those  elements  which  would  be  taken  into  consideration  by  the 
rate  making  power  in  fixing  rates.  With  the  advance  of  rate  legis- 
lation and  rate  regulation  that  has  been  made  in  this  country  in  the 
past  10  years  through  the  action  of  the  various  State  commissions, 
and  the  appeal  from  the  decisions  of  those  commissions  to  the  courts, 
there  has  come  to  be  a  fairly  definite  ascertainment  of  value  in  con- 
nection with  public  utilities  for  the  purpose  of  deciding  the  question 
of  a  fair  return.  And  if  we  could  be  placed  in  the  same  category  in 
developing  water  powers  as  the  constructors  and  builders  of  railways, 
street  railways,  interurban  railways,  or  other  public  utilities,  •  we 
would  be  freed  from  the  embarrassment  that  confronts  those  who  are 
dealing  with  the  subject  of  water-power  financing. 

Now,  I  submit,  respectfully  but  earnestly,  for  your  consideration 
that  instead  of  net  investment  as  defined  here,  and  as  I  believe  inade- 
quately defined,  to  protect  the  invesment  the  appropriation  of  this 
character  of  property  should  be  left  upon  the  same  basis  as  that  upon 
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which  we  enjoy  all  of  our  other  property  rights.  Vest  in  the  sover- 
eign the  right  to  take  the  property  back  upon  paying  just  compensa- 
tion therefor.  In  this  connection,  and  as  part  of  my  argument  on  the 
net  investment  provisions  of  the  bill,  I  wish  to  call  your  attention  to 
subsection  C  of  section  10,  because  it  is  interconnected  directly  with 
the  provisions  in  regard  to  net  investment,  and  forms,  in  my  judg- 
ment, one  of  the  most  important  elements  of  the  measure : 

That  Uie  licensee  shall  maintain  the  project  works  In  a  condition  of  repair 
adequate  for  the  purpose  of  navigation  and  for  the  efficient  operation  of  said 
works  in  the  development  and  transmission  of  power,  shall  make  all  necessary 
renewals  and  replacements,  shall  maintain  adeqimte  depreciation  reserves  for 
such  purposes,  shall  so  maintain  and  operate  said  works  as  not  to  impair 
navigation. 

And  so  forth. 

Now,  this  is  the  most  important  provision  of  the  bill  from  the 
standpoint  of  the  investor,  aside  from  the  recapture  provision.  While 
the  recapture  provision  defines  what  the  licensee  shall  get  at  the  end 
of  the  license,  this  provision  defines  and  limits  what  he  may  obtain 
during  the  period  of  the  license.  There  is  no  limitation  in  this  section 
as  to  the  extent  to  which  he  may  be  required  to  maintain  reserve 
funds  with  respect  to  revenue  obtained.  It  is  conceivable  that,  in 
order  to  maintain  an  adequate  reserve  fund,  particularly  in  the  pre- 
liminary stages  of  a  business,  when  earnings  starting  from  nothing 
thence  loUowing  an  ascending  curve  to  an  appreciable  load  factor, 
the  licensee  might  be  caUed  upon  to  contribute  capital  or  borrowed 
money  in  excess  of  earnings  for  the  purpose  of  maintaining  a  depre- 
ciation reserve.  I  submit  that  the  word  "  reasonable "  instead  of 
"  adequate  "  should  be  inserted  in  this  provision. 

If  then  a  controversy  arises  between  the  Government  and  the 
licensee,  as  to  whether  or  not  the  reserves  provided  are  adequate,  it 
would  be  a  matter  for  judicial  determination  as  to  whether  or  not 
under  all  of  the  circumstances  of  the  case,  including  and  considering 
the  income  bearing  capabilities  of  the  project,  the  reserves  established 
were  adequate: 

Section  5,  which  deals  with  the  subject  of  preliminary  permits,  is 
a  most  important  section.  Unquestionably  the  attitude  of  the  ad- 
ministration, the  attitude  of  Congress  and  of  everyone  dealing  with 
this  subject  is  or  should  be  one  that  will  tend  to  encourage  legitimate 
investment  of  capital  in  these  enterprises  and  conversely  to  discour- 
age the  mere  speculator,  the  fellow  who  will  procure  a  permit  merely 
for  the  purpose  of  holding  somebody  up.  Now.  it  is  not  all  clear 
under  the  provisions  of  this  section  as  to  just  what  rights  are  con- 
ferred upon  the  holders  of  preliminary  permits.  For  the  informa- 
tion of  some  perhaps  who  may  not  have  thoroughly  considered  the 
situation  I  beg  to  say  that  the  determination  of  the  matters  that  must 
be  determined  preliminarily  to  taking  out  a  final  license  are  not 
covered  by  the  simple  running  of  a  transit  line  around  a  proposed 
project ;  nor  the  establishment  of  a  series  of  levels  to  determine  the 
fall  of  the  river;  nor  the  measuring  of  the  watershed,  etc.,  to  ascer- 
tain the  probable  volume  of  water.  Ordinarily  before  an  investment 
can  be  made  which  might  jeopardize  very  considerable  sums  of 
money  a  ^reat  deal  of  work  of  a  preliminary  nature  has  to  be  done. 
The  sinkmg  of  shafts  for  the  purpose  of  ascertaining  the  character 
of  the  bed  of  the  stream,  borings  for  the  purpose  of  ascertaining  the 
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geological  conditions,  and  aggregate  expenditures  which  might 
amount  to  several  hundred  thousand  dollars  mav  necessarily  be  made 
before  definite  decision  as  to  the  location,  the  character  and  kind  of 
structure  that  should  be  built  is  made. 

Under  section  6  I  believe  that  there  is  no  exclusive  ri^ht  given  to 
anj-  preliminary  permittee.  As  many  permits  may  be  issued  as  in 
the  discretion  of  the  executive  officer  or  the  commission  may  seem 
desirable.  I  think  it  should  be  provided  that  when  a  preliminary 
permit  has  been  issued  such  preliminarv  permit  shall  carry  with  ft 
the  right  of  exclusive  possession  until  tne  permittee  has  had  an  op- 
portunity of  doing  the  work  and  conforming  with  the  reasonable 
conditions  of  the  permit.  Otherwise  there  may  be  created  an  un- 
satisfactory situation.  If  a  half  dozen  preliminary  permits  may  be 
issued  for  the  same  proposed  development  no  feeling  of  security  or 
of  protection,  so  far  as  the  ultimate  issuance  of  the  license  is  con- 
cerned, will  follow. 

It  is  therefore  my  suggestion  as  a  practical  proposition  that  sec- 
tion 5  should  provide  that  the  preliminary  permit  should  carry  an 
exclusive  possessory  right,  pending  such  a  reasonable  time  as  would 
give  the  permittee  an  opportunity  to  comply  with  the  conditions  upon 
which  the  permit  was  issued.  The  particular  conditions  being  left 
to  the  discretion  of  the  commission  would  hardly  be  the  subject  of 
abuse. 

Section  7  contains  an  objectionable  feature,  in  my  opinion,  in  the 
following  language: 

That  in  issuing  licenses  hereunder  the  commission  may  in  Its  discretion  give 
preference  to  applications  for  licenses  by  States  and  munlclpalltes. 

Now,  no  one  will  contend  that  a  State  or  a  municipality  should  not 
have  a  preference  right,  as  distinguished  from  the  rignt  of  a  pri- 
vate corporation.  That  we  concede,  but  that  right  should  be  deter- 
mined at  the  time  of  issuing  the  preliminary  permit  and  not  at  the 
time  of  a  hearing  on  the  license. 

Mr.  Ferris.  That  has  been  covered  by  an  amendment,  hasn't  it? 

Mr.  Kelley.  I  think  not. 

Mr.  Anderson.  That  has  been  covered  by  a  proposed  amendment. 

The  Chairman.  Have  you  looked  up  the  committee  print^ — ^not  the 
confidential  print  but  the  committee  print? 

Mr.  Kelley.  I  have  the  committee  print  here. 

The  Chairman.  That  is  the  one  that  has  the  amendment  in  it. 

Mr.  Kelley.  I  have  not  seen  that  amendment.  This  is  probably 
one  that  was  printed  before  the  amendment.  If  that  has  been  cov- 
ered I  will  not  address  myself  further  to  it. 

Mr.  Anderson.  It  proposed  to  substitute  the  word  "permits" 
for  "  licenses  "  in  that  first  line. 

Mr.  Kelley.  ITiat  is  just  what  I  was  going  to  suggest;  I  think  the 
subptitiition  of  the  word  "  permits  "  adeqtiately  covers  the  criticisnu 
Section  8  contains  a  provision  to  which  I  wish  to  call  your  atten- 
tion, merely  as  a  matter  of  policy.  Under  the  provisions  of  section  8 
the  assignee  or  successor  of  the  licensee  is  absolutely  bound  by  the 
conditions  of  the  license.  To  illustrate,  a  license  having  been  issued, 
if  a  default  occurs  in  the  payment  of  the  interest  or  principal  of  the 
bonds  and  foi-eclosure  proceedings  follow,  the  successor  is  absolutely 
bound  by  all  of  the  conditions  of  the  original  license.    Now,  that  may 
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or  inn y  not  be  desirable.  Unquestionably  the  successors  should  lie 
bound  to  carry  out  the  valid  executory  contracts  that  have  been  made 
by  the  original  licensee,  and  these  should  attach  to  and  run  with  the 
project  itself;  but  a  license  might  contain  some  particularly  harsh 
condition  that  may  have  been  responsible  for  the  failure  of  the 
project,  and  it  seems  to  me  it  might  be  well  to  leave  some  discretion 
in  the  commission  as  to  whether  or  not  the  successor,  pailicularly  on 
a  forced  sale,  should  be  bound  or  relieved. 

Mr.  FdUEifl.  You  put  forward  a  very  dangerous  principle,  Mr. 
Kelley. 

Mr.  KixLHY.  I  appreciate  it.  It  would  have  to  be  very  carefully 
worded;  but  after  all  we  must  have  faith  in  our  institutions.  We 
must  have  faith  in  the  commission  and  in  the  officers  who  will  execute 
the  provisions  of  this  bill,  and  if  we  have,  we  do  not  want  to  bind 
the  commission  by  rules  too  hard  and  too  fast  if  we  expect  the  most 
satisfactory  results. 

Section  9  contains  a  provision  that,  as  a  matter  of  wording,  I  think, 
ishould  be  changed  somewhat  in  order  to  make  it  applicable  to  the  laws 
of  certain  States.    Section  9  provides  in  section  B  : 

Satisfactory  evidence  that  t\\e  npplicnnt  lias  complied  with  the  requirements 
of  the  lawK  of  the  State  or  States  within  which  the  proposed  project  is  to  be 
located  with  respect  to  application  for  the  right  to  appropriate. 

My  suggestion  is  that  you  insert  there  **  with  respect  to  the  right 
to  OP  where  required,"  application  for  the  right.  In  some  of  the 
Western  States  it  is  not  necessary  to  file  an  application  for  the  right 
to  appropriate.  The  appropriation  is  determmed  bv  the  actual  act 
of  appropriating,  posting  the  notice,  filing  it  with  the  county  clerk. 
etc.  The  point  I  make  about  that  particular  section  is  that  it  is  inap- 
plicable to  the  existing  laws  with  reference  to  the  appropriation  of 
water  in  some  of  the  Western  States. 

Section  10  I  have  discussed  before  in  connection  with  fair  return. 

There  is  a  provision  in  section  11,  page  18,  subsection  (b),  that  I 
think  in  principle  is  perhaps  all  right  if  it  is  safeguarded.  It  will 
be  found,  gentlemen,  in  those  particular  cases  to  which  it  applies  to 
be  a  very  burdensome  one  and  one  that  will  require  a  great  deal  of 
explanation.  Section  (b)  provides  that  in  case  such  structures  for 
navigation  purposes  are  not  made  a  part  of  the  original  construction 
at  the  expense  of  the  licensee,  then  whenever  the  United  States  shall 
desire  to  complete  such  navigation  facilities  the  licensee  shall  convey 
to  the  United  States  free  of  cost  such  of  its  lands  and  its  rights  of 
way  and  such  rights  of  passage  through  its  dams  or  other  structures, 
and  permit  such  control  of  pools  as  may  be  required  to  complete  such 
navigation  facilities.  It  is  a  matter  in  which  I  have  no  interest.  I 
simply  call  it  to  your  attention ;  but  the  man  who  takes  a  mortgage 
with  this  provision  in  it,  covering  a  i)roject  to  which  it  is  applicable, 
which  will  mean  any  project  on  navigable  streams,  where  the  navi- 
gable works  ai*c  not  to  be  constructed  at  the  time  that  the  hydroelec- 
tric development  is  made,  is  going  to  have  a  very  serious  time  con- 
vincing his  bankers  that  such  a  mortgage  constitutes  any  securitv  if 
at  any  time  he  mav  be  called  upon  to  deed  the  whole  or  any  part  of 
his  project  to  the  United  States  Government  without  compensation. 
I  invite  your  attention  to  that  provision  which  I  believe  is,  as  a  mat- 
ter of  policy,  not  good. 
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Section  J.4,  which  provides  for  the  recapture,  of  course,  would 
stand  or  fail  in  connection  with  the  provisions  of  the  bill  with  ref- 
erence to  net  investment.  If  some  other  method,  as,  for  instance,  just 
compensation  or  valuation  based  upon  the  elements  that  would  be 
considered  for  rate  making,  should  be  substituted,  section  14  would 
of  necessity  have  to  be  modified. 

Section  15  contains  the  provisions  which  deal  with  the  situation 
at  the  termination  of  the  original  license.  Now,  in  the  first  place,  it 
is  a  matter  that  it  is  needless  to  argue  from  the  standpoint  of  the 
water-power  developers,  that  they  believe  that  the  orginal  licensee 
should  have  the  preference  right  to  the  license,  unless  the  Govern- 
ment exercises  the  right  of  recapture. 

The  Chairman.  You  mean  by  that  if  he  is  willing  to  take  them 
on  as  favorable  terms  as  anybody  else? 

Mr.  Kelley.  Exactly.  But  there  are  two  things  I  want  to  call  to 
your  attention.  In  the  first  place,  if  this  bill  becomes  a  law  in  the 
form  in  which  it  is  drafted  through  the  exercise  of  the  authority' 
given  the  Government  under  section  10,  before  the  expiration  of  50 
years  the  original  cost  will  have  been  completely  amortized.  There 
^vili  be  no  capital  investment  required  from  the  subsequent  licensee. 
That  is  all  right,  perhaps,  so  far  as  the  Government  is  concerned,  if 
the  licensee  has  been  permitted  to  make  a  fair  return  on  his  money, 
but  the  capital  investment  may  have  been  completely  amortized.  It 
has  been  wiped  out.  Now,  I  do  not  believe  that  it  is  just;  I  do  not 
believe  that  it  is  right;  and  I  do  not  believe  that  it  is  consistent  with 
the  spirit  of  our  institutions  to  permit  John  Smith  to  step  into  the 
business  of  John  Jones  merely  because  a  commission  may  have  the 
legal  authority  to  divest  Smith  and  invest  Jones.  The  idea  un- 
doubtedly prevails  that  under  section  15  the  subsequent  licensee  would 
have  to  invest  a  very  considerable  amount  of  money  to  take  over  a 
project.  That  might  not  be  the  case  at  all.  The  project  may  have 
been  completely  amortized.  In  such  case  there  would  be  no  net 
investment.  It  would  be  simply  a  question  of  business  succession; 
therefore  it  seems  to  me  that  upon  a  basis  of  fair  legislative  policy, 
unless  for  cause  shown  some  disqualifying  reason  exists,  the  original 
licensee  should  have  the  preference  so  far  as  subsequent  licenses  are 
concerned,  unless  the  Government  or  a  municipality  wishes  to  take 
over  the  project. 

Mr.  Stephens.  If  the  plant  has  been  completely  amortized,  what 
would  be  the  object  in  the  Government  turmng  it  over  to  somebody 
else  ?    Why  not  keep  it  ? 

Mr.  Keu*ey.  That  introduces  a  very,  very  large  field  for  discussion 
as  to  the  propriety  of  the  Government,  in  any  event,  undertaking  to 
become  engaged  in  the  conduct  of  a  private  business.  It  further 
introduces  a  question  upon  which  I  think  considerable  doubt  pre- 
vails, as  to  whether  or  not  the  Government  has  any  constitutional 
authority  to  carry  out  these  recapture  provisions  and  perform  the 
business  service  contemplated.  But  in  any  event,  without  getting 
into  that  discussion,  which  for  the  present  purposes  of  this  bill  I 
think  had  best  be  avoided,  it  would  be  a  matter  of  policv  for  the 
commission,  for  those  in  charge  of  the  executive  policy  of  the  United 
States  Government,  to  determine  at  the  end  of  60  years  whether  the 
Government  should  take  over  the  particular  business  or  give  it  to 
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some  subsequent  licensee.  Now,  if  the  Government  did  take  it  over, 
the  question  would  not  arise.  If  there  is  no  original  investmfiiit  left, 
if  it  IS  all  amortized,  it  takes  it  over  without  any  pajnent  of  cost. 

Mr.  Stephens.  You  are  assuming,  are  jon,  Mr.  Kelley,  that  since 
the  possible  termination  of  liie  contract  m  50  years  the  builders  of 
the  plant  would  establish  a  fund  for  the  purpose  of  amortizing  the 
capital  by  that  time  ? 

Mr.  Keixey.  If  you  pass  section  10  as  it  is  drafted  here,  just  as  it 
is  outlined  in  this  bill,  and  if  the  project  makes  any  financial  success 
at  all,  the  probabilities  are  that  there  will  be  nothing  left  at  the  end 
of  the  50  yeai*s  that  will  go  into  original  costs,  because  with  no 
definite  subsequent  term  provided  for — and  that  introduces  another 
question  as  to  the  successive  licensee — ^provision  will  probably  have 
to  be  made  for  completely  amortizing  the  principal  of  the  invest- 
ment within  the  50-year  period. 

The  answer  of  the  administration — speaking  of  it  now  as  the  pro- 
ponent of  this  bill — will  be  that  such  is  not  the  case  for  this  reason : 
That  the  bill  provides  that  either  at  the  end  of  the  original  license 
period  or  of  any  subsequent  license  period,  compensation  must  be 
made.  But  that  provision  of  the  bill  also  contains  this  provi^on: 
That  while  the  terms  of  the  original  license  are  known  definitely  and 
settled  in  advance,  the  terms  of  the  subsequent  license  at  the  expira- 
tion of  the  50  years  shall  be  governed  by  the  law  and  by  the  rules  that 
are  then  in  existence.  These  might  give  a  year-to-year  license  a  mere 
tenancy  at  will  or  other  indefinite  tenure.  No  investor  looking  to  the 
security  of  the  investment  is  going  to  advance  money  with  the  possi- 
bility confronting  him  that  the  suosequent  license  will  be  one  at  will, 
indeterminate  in  character,  from  year  to  year,  or  under  conditions 
that  can  not  now  be  foretold.  And  therefore  insistence  will  be  made 
for  the  complete  amortization  of  the  money  invested  within  the  50- 
year  period.  Now,  that  answers  the  question  as  to  whether  or  not 
there  will  be  any  original  cost  left  to  figure  in  the  recapture  pro- 
visions. If  the  business  is  so  unsuccessful  that  it  can  not  pay  a  fair 
return,  and  if  you  make  section  10  so  as  to  provide  for  reasonable 
depreciation  instead  of  adequate .  depreciation,  then  it  may  be  that 
a  court  having  said  what  a  reasonable  depreciation  charge  would  be 
under  all  the  circumstances  of  the  case,  will  not  have  compelled  the 
maintenance  of  adequate  depreciation  for  replacement  and  repairs  to 
100  per  cent  efficiency,  and  there  may  be  some  of  the  original  cost 
left.    But  if  the  business  is  a  success  it  will  be  amortized  in  50  years. 

Mr.  Stephens.  Let  me  ask  you  this  question,  Mr.  Kelley,  in  connec- 
tion with  that.  If  a  concern  does  completely  amortize,  wipe  out  the 
original  cost,  then  in  case  of  recapture  by  the  Government,  or  the 
alternative  of  recapturing  it  or  leasing  it  to  somebody  else,  you  would 
not  think  it  in  the  interest  of  public  policy  for  the  Government  to  sur- 
runder  a  very  valuable  property  that  the  people  had  really  paid  for  it 
excess  earnings  to  some  other  lessee? 

Mr.  KELiiEY.  I  would  not  think  so.  And  that  is  the  point  I  am 
making,  but  unfortunately  we  have  a  rule  with  which  you  are  un- 
doubtedly familiar,  that  public  policy  is  determined  by  the  express 
words  of  legislative  enactment.  There  is  no  public  policy,  there  is  no 
room  for  interpretation  where  the  legislature  has  spoken.  The  rule 
of  public  policy  is  only  invoked  as  a  matter  of  construction  where  the 
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legislature  is  silent.  Now,  if  this  legislative  body,  knowingly  and 
premeditatively — --and  I  might  almost  add  maliciously,  following  the 
words  of  articles  of  indictment — should  pass  a  bill  that  gives  the 
Government  a  clear  right  to  turn  my  business  over  to  you  without  col- 
lecting a  dollar  from  you,  no  one  can  say  that  as  a  matter  of  public 
policy  that  should  not  be  so,  because  the  legislature  has  spoken. 

Mr.  Stephens.  But  does  this  bill  permit  that  sort  of  thing f 

Mr.  Kellet.  Exactly  that  situation. 

The  Chairman.  Will  not  the  Government  own  it  absolutely  then, 
in  case  of  complete  amortization  ? 

Mr.  Kelley.  In  the  case  of  complete  amortization,  I  take  it  all  the 
Government  would  have  to  do  would  be  to  serve  notice  and  take  it 
over. 

The  Chairman.  Then  the  Government  would  not  turn  right  around 
and  give  it  away  tp  anybody  ? 

Mr.  Kelley.  I  don't  think  the  Government  should  have  the  right 
to  do  it,  Mr.  Chairman,  with  due  respect.  I  think  the  situation  ought 
to  be  restricted  so  that  the  Government  should  take  it  over,  or  upon 
the  same  terms  and  conditions  as  between  subsequent  licenses.  The 
original  license  should  have  preference. 

Mr.  Ferris.  Did  I  understand  you  correctly  to  say  that,  in  your 
opinion,  in  each  case  where  it  was  really  a  going  successful  concern, 
that  they  would  amortize! 

Mr.  Kellby.  I  think  they  would  be  compelled  to  under  the  pro- 
visions of  the  bill.  I  do  not  have  a  table  or  present  worth  here,  but 
a  fund  set  aside  for  amortization  at  the  end  of  50  years,  compounded 
semiannually,  would  be  such  an  amount  that  no  going  concern  would 
have  the  slightest  difficulty  in  doing  it,  providea  it  was  permitted  to 
increase  rates  sufficiently  to  permit  it  so  to  do. 

Mr.  Ferris.  And  would  they  create  any  difficulty  with  the  utility 
commissions  in  doing  it? 

Mr.  Kelley.  I  should  say  that  they  would  not,  unless  it  should 
amount  to  a  very  considerable  charge.  If  it  did  amount  to  a  con- 
siderable charge,  so  as  to  be  distributed  back  as  an  indirect  tax  upon 
the  consumers,  they  might  get  into  very  serious  difficulty  with  public 
utilities  commissions. 

Mr.  Ferris.  If  the  burden  became  too  heavy  on  the  consumer,  they 
would  call  upon  the  rate-fixing  body  to  remedy  it. 

Mr.  Kelley.  Exactly. 

Mr.  Ferris.  But  for  a  long  period  of  time,  like  a  50-year  license, 
your  thought  is  that  in  all  probability  the  license  would  be  sufficiently 
slight  that  no  complication  would  arise  with  the  utilities  commis- 
sions.    Is  that  your  idea? 

Mr.  Kexj^y.  i  think  it  is  purely  a  question  of  individual  projects. 
You  have  got  to  take  each  one  separately  and  figure  out  upon  what 
basis  you  could  amortize  it.  You  have  projects  that  range  in  develop- 
ment cost  all  the  way  from  $50  a  horsepower  to  $350  a  horsepower. 
Now.  it  takes  so  much  to  amortize  one  and  it  takes  maybe  five  times 
as  much  to  amortize  the  other. 

Mr.  Ferris.  The  bonding  company  that  made  the  loan  would  al- 
most require  that  of  the  licensee,  wouldn't  they ;  that  they  amortize  it  I 

Mr.  Kelley.  They  would  require  it,  in  my  judgment,  if  no  minir 
mum  provision  is  made  for  the  subsequent  licepse.    Npv,  if  you  fpv% 
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a  minimum  of  30  years,  say,  on  the  subsequent  license,  or  25  years, 
or  something  definite  that  they  can  figure  ahead  to,  they  know,  then, 
within  what  period  they  have  to  completely  amortize  the  property, 
and  they  will  do  it. 

Mr.  Ferris.  Now,  let  us  just  assume — and  I  think  we  may  assume 
that,  because  for  4  or  5  years  that  we  have  been  thrashing  around 
with  this  water-power  legislation  50  vears  has  been  rather  an  agreed 
time,  you  might  say,  and  I  do  not  know  of  anyone  that  advocates 
going  further,  unless  it  be  some  of  the  fellows  who  believe  they  ought 
to  be  given  water  powers  outright — make  them  a  special  grant  of  it. 

Mr.  Kelley.  I  see  no  great  harm  in  that. 

Mr.  Ferris.  I  am  satisfied  you  would  not. 

Mr.  Kelley.  I  think,  as  a  matter  of  sound  public  policy,  that  that 
is  the  proper  thing  to  do. 

Mr.  Ferris.  Congress  would  scarcely  agree  with  you  about  that,  I 
assume. 

Mr.  Kelley.  I  am  not  going  to  argue  with  Congress  about  it. 

Mr.  Ferris.  What  I  am  trymg  to  get  at  is  this:  You  have  stated  a 
truth  that  I  think  is  self-evident,  and  I  think  the  practical  working 
of  it  will  bear  that  out,  that  wherever  a  water-power  license  is 
granted  under  this  bill  or  any  other  bill  for  a  period  as  long  as  50 
years,  that  the  complete  investment  would  be  amortized  before  the 
end  of  the  term,  no  matter  what,  if  it  is  going  to  be  a  practical  money- 
making  concern.    Isn't  that  true? 

Mr.  Kelley.  We  may  assume  that  to  be  true.  Now,  then,  do  you 
want  to  do  it -as  a  matter  of  public  policy? 

Mr.  Ferris.  I  want  to  ask  you,  if  that  is  true,  why  do  we  need  to 
won*y  about  these  complicated  terms  of  recapture,  and  why  do  we 
need  to  do  more  than  make  one  bite  of  the  cherry  and  make  a  certain 
fixed  term  of  years,  after  which  there  will  be  no  contest  about  it  ? 

Mr.  Kelley.  Because,  os  I  was  about  to  point  out,  Mr.  Ferris,  I 
dont  think  that  is  proper  public  policy,  and  I  think  you  will  agree 
with  me  for  this  reason,  that  your  amortization  charge,  whatever  it 
is,  is  a  matter  that  must  enter  into  your  rate  making. 

Mr.  Ferris.  Of  course.         • 

Mr.  Kelley.  Now,  then,  if  you  insist  upon  passing  legislation  that 
makes  it  necessary,  without  respect  to  the  amount  ot  capital  invested, 
to  amortize  it  in  50  years,  you  understand  you  add  arbitrarily  by 
legislative  enactment  a  fixed  charge  that  goes  into  increasing  rates, 
and  that  is  merely  a  tax  back  on  the  consumer. 

Mr.  Ferris.  True,  but  reverting  to  your  voluntary  statement  of 
only  ft  few  moments  ago,  and  which  I  think  is  the  correct  one  and  the 
time  one,  that  in  each  case  where  the  concern  is  a  going  money- 
making  concern — as  some  of  them  will  be,  and  some  of  them  will  fall 
by  the  wayside — ^they  will  in  truth  and  in  fact  amortize  anyway. 

Mr.  Kelley.  My  voluntary  statement  was,  or  at  least  was  in- 
tended to  be,  as  follows : 

Under  the  provisions  of  the  bill  the  first  term  can  not  exceed  50  years  and 
the  second  term,  in  the  event  of  there  belnjj  a  second  term,  will  be  of  such 
tenure  and  subject  to  such  limitations  and  conditions  ixs  the  then  existing  laws 
and  reflations  may  direct.  Under  these  circumstances  thoise  who  represent 
the  bondholders,  the  Investors,  will  require  an  adequacy  of  amortization  re- 
serve to  insure  the  liquidation  of  the  obligation  of  the  project  due  to  the  in- 
vestor within  the  period  of  50  years.    If  a  minimum  term  beyond  50  years 
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could  be  provided,  It  would  have  the  effect  of  leugthening  the  time  within 
which  amortization  would  have  to  be  accomplished  and  thus  lightening  the 
burden  of  the  project.  This  would  be  true  particularly  where  such  a  project 
was  competing  with  one  owned  in  fee  or  other  right,  where  the  necessity  for 
amortization  within  a  like  period  did  not  exist.  I  want  to  be  very  clear  In 
pointing  out  that,  in  discussing  amortization  within  a  50-year  period,  or  what 
would  be,  in  fact,  nearer  a  40-year  period,  allowance  being  made  for  necessary 
lapse  of  time  in  the  initiation  of  the  enterprise,  the  construction  period,  etc. 
I  am  not  advocating  such  a  course;  I  believe  such  a  course  is  contrary  to  the 
public  interest  and  to  the  real  purjiose  in  passing  this  legislation.  I  am,  on  the 
contrary,  discussing  what  I  believe  would  be  an  objectionable  result  of  the 
present  provisions  of  the  bill.  Unless  you  provide  a  minimum  term  for  a  sub- 
sequent license 

Mr.  Ferris  (interposinfn:).  Beyond  50  years. 

Mr.  Kelley.  Beyond  50  years. 

Mr.  Ferris.  We  have  the  right  to  assume  that  wo  are  not  going  to 
do  that. 

Mr.  Kelley.  But  I  have  got  the  right  to  argue  to  you  my  infei-ence 
as  to  the  effect  of  it. 

Mr.  Ferris.  Why  argue  something  that  you  know  is  not  going  to 
be  done?  . 

Mr.  Kelley.  I  am  not  at  all  convinced  of  that. 

Mr.  Ferris.  Fifty  years  will  undoubtedly  be  tlie  maximum  that 
Congress  will  give. 

Mr.  Kelley.  If  you  speak  for  the  Congress,  I  will  not  address 
myself  further  to  the  question,  hut  I  did  not  know  that  that  matter 
had  been  precluded. 

Mr.  Ferris.  Now,  that  statement  was  scarcely  necessary.  I  do  not 
speak  for  the  Congress,  but  I  do  sx)eak  for  myself,  and  I  speak  for 
the  House  of  Representatives  on  two  occasions  when  they  have  acted 
on  this  proposition. 

Mr.  Kelley.  I  didn't  know  that. 

Mr.  Ferris.  And  in  the  longest  sort  of  debate  and  in  the  very 
greatest  detail  this  question  of  50  years  was  debated ;  and  the  Senate 
has  twice  passed  and  the  House  has  twice  passed  bills  in  each  case 
making  it  50  years,  and  no  one  has  offered  any  amendments  to  make 
it  greater,  and  many  w^ere  offered  to  make  it  less.  So  I  hope  I  did 
not  in  any  way  cause  any  affront  to  the  gentleman;  I  am  sorry  that 
I  brought  forth  the  statement  that  I  did,  be<;ause  I  assumed  that  I 
might  say  that  without  presuming  to  speak  for  anybody. 

Mr.  Kelley.  If  this  is  a  matter,  Mr.  Chairman,  that  is  closed  to 
debate,  no  one  would  have  less  of  a  desire  to  press  his  views  upon  it 
than  I  have,  and  I  apologize  for  having  so  done.  But  the  point  I 
wished  to  make  was  that  it  does  enter  into  rate  making.  You  must 
concede  that.  Everybody  must  concede  that.  Now,  if  you  are 
going  to  amortize  these  properties  in  50  years,  it  will  enter  into  the 
rates,  and  it  will  mean  an  excess  rate  over  what  would  prevail  if  a 
minimum  term  was  provided  in  the  subsequent  license.  Now,  then^ 
I  w^ill,  with  your  permission 

Mr.  Ferris  (interposing).  But  your  statement  has  been  so  clear 
and  so  square  I  hoped  you  would  not  inject  something  that  I  per- 
sonally know  Congress  is  not  going  to  do. 

Mr.  Kelley.  Then  I  will  waive  the  discussion  of  that. 

Mr.  Ferris.  Because  four  years  of  experience  here  has  taught  us 
a  few  things  that  are  self-evident. 
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Mr.  Kelley.  Very  well;  we  will  consider  that  a  minimum  term 
for  the  subsequent  license  will  not  be  considered.  The  point  that 
I  was  making  was  that  the  original  licensee  is  entitled  to  preference. 
If  he  can  not  obtain  a  preference  under  the  terms  of  the  bill,  he 
should  not  be  placed  at  a  disadvantage.  That,  I  insist,  may  it  please 
you  gentlemen,  is  only  fair,  and  to  that  end  a  provision  should  be 
incorporated  in  the  section  that  no  subsequent  licensee  can  obtain  a 
license  on  more  favored  conditions  than  were  offered  to  the  original 
licensee.  That  is  not  provided  for  in  the  bill.  Do  I  make  that 
clear? 

Mr.  Ferris.  Yes. 

Mr.  Kelley.  In  other  words,  instead  of  prescribing  that  the  sub- 
sequent license  shall  go  upon  the  said  terms  and  conditions — refer- 
ring to  the  terms  and  conditions  that  shall  then  be  prescribed  by  the 
law  and  the  regulations — ^the  word  "  said  "  in  this  section  should  be 
changed  to  "  same  "  or  to  "  not  more  favorable."     In  other  words, 

{rou  should  not,  it  seems  to  me,  pass  a  law  under  which  the  subsequent 
icense  could  be  tendered  to  the  original  licensee,  and  if  he  rejected 
it,  then  tendered  to  another  subsequent  licensee  upon  more  favorable 
terms  than  were  offered  to  the  original  licensee.  That  at  least,  I 
think,  will  appeal  to  a  sense  of  fairness. 

Mr.  Taylor.  Do  you  make  any  distinction  between  the  subsequent 
licensee  being  a  municipality  or  a  private  corporation  ? 

Mr.  Kelley.  Yes;  I  think  that  is  fair.  The  only  thing  that  I 
think  should  be  safeguarded  in  this  bill  is  that  John  Smith  should 
not  be  treated  more  favorably  than  John  Jones.  If  you  treat  every- 
body in  a  class  alike,  no  one  can  complain. 

The  Chairman.  You  would  not  permit,  then,  a  municipality  to 
obtain  its  current  for  less  money  than  a  private  individual ;  a  private 
conapany  should  receive  current  from  the  same  concern  ? 

Mr.  Kelley.  Mr.  Chairman,  my  answer  to  that  would  be  this: 
Assuming  that  the  rate-making  power  is  going  to  do  its  duty,  it  all 
comes  back  to  your  being  permitted  to  charge  a  fair  rate  for  power, 
for  service. 

The  Chairman.  But  you  would  charge  all  users  of  power  the 
same? 

Mr.  Kelley.  Yes,  sir.  Now,  if  you  favor  one  user  you  discrimi- 
nate against  the  other.  Somebody  has  got  to  pay  the  bill,  and  the 
total  return  is  what  must  be  considered. 

The  Chairman.  But  you  would  not  be  in  favor  of  permitting  cur- 
rent to  be  sold  to  the  highest  bidder,  whether  a  municipality  or  a 
corporation? 

Mr.  Kelley.  To  the  highest  bidder,  no ;  nor  to  the  lowest  bidder. 
I  do  not  believe  in  discriminatory  rates.  I  believe  that  the  rates 
should  be  the  same  to  all  consumers  of  like  class  engaged  in  similar 
business  and  using  substantially  the  same  amount  of  power  under 
substantially  the  same  conditions. 

The  Chairman.  I  know,  but  in  letting  out  current,  if  a  munici- 
pality should  offer  a  certain  amount,  and  the  manufacturing  com- 
pany should  offer  a  higher  bid  for  the  same  current,  which  would 
you  prefer?    Would  you  give  it  to  the  one  who  bids  the  highest? 

Mr.  Kellet.  Oh,  you  mean  for  the  recapture? 

The  Chairman.  No  ;  in  selling  current,  during  the  current  manu- 
facturing period. 
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Mr.  KelLey.  Yes ;  exactly,  in  selling  power. 

The  Chairman.  Would  you  give  preference  to  the  municipality 
for  public  purposes,  public  utilities,  over  a  ccMnpeting  private  com- 
pany that  might  bid  more  for  it,  provided  the  municipality  bid 
what  might  be  called  a  reasonable  rate? 

Mr.  Kelucy.  Well,  that  is  a  question  I  have  not  considered  at  ail. 
If  there  wasn't  sufficient  power  to  go  around,  which  should  be  en- 
titled to  the  preferential  use  of  power? 

The  Chairman.  Yes. 

Mr.  Kelley.  Well,  I  think  perhaps  it  would  be  all  right  if  it  was 
strictly  a  public  purpose,  to  give  them  the  preference. 

The  Chairman.  But  not  at  a  lower  rate? 

Mr.  Kelley.  Not  at  a  lower  rate:  no,  sir.  There  are  two  elements 
to  consider.  One  is  the  question  oi  public  purpose,  and  the  other  is 
the  question  of  rates.    They  are  quite  distinct. 

Mr.  Stephens.  Mr.  Kelley,  I  am  not  just  clear  on  tiiis  condition 
that  may  arise  in  regard  to  the  complete  amortization  of  Uie  plant 
at  the  end  of  50  years.  Now,  there  will  be  a  great  variety  of  plants. 
Some  will  be  profitable  and  some  unprofitable.  There  is  no  way  to 
fix  an  arbitrary  feature  in  the  law  requiring  these  plants  to  be  all 
completely  amortized  at  the  end  of  the  50-year  period,  therefore  the 
settling  of  the  rates  is  very  vital  there,  it  seems  to  me.  It  seems  to 
me  that  a  going  concern  that  is  going  to  be  able  to  completely 
amortize  its  origmal  cost  at  the  end  of  50  years  would  be  in  a  posi- 
tion to  make  a  rate  that  would  be  satisfactory  to  the  consumer,  and 
there  would  be  no  question  that  would  arise  as  to  excessive  charges. 
But  in  case  it  was  not  a  going  concern  and  was  losing  money,  the 
extra  charge  would  be  vital  and  perhaps  would  be  questioned  by  the 
commission.  Therefore,  it  seems  to  me,  there  is  quite  a  complex  and 
difficult  problem  there  to  work  out,  and  this  extra  period,  it  seems 
to  me,  is  rather  vital  and  ought  to  be  considered  in  the  renewal  of 
the  lease. 

Mr.  KixtEY.  I  think  it  is  a  very  complicated  problem,  and  tliat  is 
one  reason  why  we  get  back  to  the  definition  of  net  investment.  If 
the  licensee  had  no  pecuniary  interest  in  keeping  his  plant  other 
than  in  first-class  condition,  it  is  reasonable  to  suppose  that  he  would 
provide  as  large  amortization  as  was  consistent  with  his  business  and 
the  necessities  of  the  case.  Therefore,  that  part  of  my  argument  is 
consistent  with  this  portion,  because  if  you  ^ive  the  licensee  a 
pecuniary  interest  in  decreasing  his  amortization^  it  may  be  re- 
flected in  somewhat  lower  rates;  but  he  may  have  an  opportunity  to 
profit  in  the  difference  between  the  cost  for  which  he  will  be  com- 
pensated, and  the  reserve  that  has  been  set  up. 

Mr.  Stephens.  And  unless  the  plant  could  make  a  cleaning  up  of 
its  original  cost  in  50  years,  it  seems  to  me,  you  would  hare  difficulty 
in  financing  it.  If  the  bondholders  did  not  ifeel  that  their  investment 
was  going  to  be  secured  and  completely  covered  at  the  end  of  the 
50-year  period,  there  m^ght  be  difficulty  in  financing  it. 

Mr.  Kelley.  My  judgment  about  that  would  be  that  when  you 
went  to  the  bankers  they  would  insist  upon  a  sinking  fund  provision 
in  the  mortgage,  which  would  unque^ionably  be  sufficient  to  amortize 
the  plant.  That  means  that  you  must  take  so  much  from  net  earn- 
ings and  put  it  to  the  credit  of  sinking  fund ;  and  that  means  that 
your  rates  will  be  necessarily  higher  than  they  otherwise  ^would  h^ 
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Mr.  Stephens.  And  the  cojumission  might  not  permit  it. 

Mr.  Kellet.  Well,  I  think  the  commission,  unless  it  was  a  flagrant 
overcharge,  would  be  disposed  to  take  it  into  consideration. 

But,  gentlemen,  in  disposing  of  hydroelectric  power — I  do  not 
know  what  your  view  about  the  matter  is;  I  know  from  a  practical 
standpoint  what  the  view  of  one  concern  is,  and  that  is  the  more 
power  you  can  develop  and  the  cheaper  you  can  sell  it,  and  the  more 
reasonable  you  can  make  your  rates,  the  more  consumers  you  will 
get  and  the  more  money  you  will  make.  I  think  that  the  tendency 
in  all  public  utilities  is  to  increase  service  and  decrease  rates,  and 
thus  make  more  money. 

The  Chairman.  Let  me  interrupt  you  there,  Mr.  Kelley.  Suppose 
the  bill  should  make  a  provision  lor  licensing  for  50  years,  and  that 
there  should  be  included  in  the  rate  that  might  be  fixed  by  any  public 
service  couunission  a  suflScient  sum  to  completely  and  absolutely 
amortize  the  property  in  50  years. 

Mr.  Kelley.  Then  you  work  back  to  this  condition  which  is  in- 
evitable in  making  a  proposition  of  that  kind,  that  some  develop- 
ments could  stand  that  all  right  and  other  developments  might  not 
be  able  to  stand  it,  where  you  had  a  very  high  initial  cost.  There 
isn't  any  uniform  cost  of  development.  If  you  had  a  verv  high 
initial  cost  and  you  had  to  amoi'tize  that  in  50  years  it  might  be  that 
you  would  have  to  provide  so  much  money  to  do  it  that  your  rates 
would  be  so  high  that  you  would  not  feel  that  you  could  sell  power, 
and  therefore  you  would  not  go  into  business. 

The  Chairman.  Xow,  isn't  it  a  fact  that  good  business  judgment 
would  indicate  that  as  soon  as  this  bill  is  passed  the  best  and  most 
profitable  projects  that  present  themselves  will  first  be  sought  and 
acquired,  and  improvement  will  be  made  on  such  property  as  that 
earlier  than  on  anv  other,  and  then  any  projects  that  are  improved 
afterwards  would  jfxave  to  meet  that  competition,  if  they  came  within 
the  competitive  limits  of  these  best  projects? 

Mr.  Kellet.  That  could  be  true;  yes. 

Mr.  Stephens.  Wouldn't  that  condition  deter  development  of  a 
great  deal  of  the  water  power  of  the  country  ?  All  of  the  good  prop- 
ositions would  be  taken  and  the  poorer  projects  that  could  not  be 
developed  in  competition  with  those  already  established  \mder  nuich 
more  lavorable  conditions  would  be  left. 

Mr.  Kelley.  That  might  work  out  that  way.  It  is  reasonable  to 
sunposi^  that  the  best  projects  will  be  the  most  eagerly  sought  after. 

Mr.  Taylor.  The  projects  that  could  be  amortized  in  50  years 
might  be  financed,  and  it  might  prevent  nine-tenths  of  those  other 
projects  from  being  financed. 

Mr.  Kelley.  No  doubt  it  would  prevent  some. 

Mr.  Taylor.  That  would  probably  force  legislation  by  Congress 
in  5  or  10  years  from  now  to  bring  about  more  development,  and  then 
put  them  on  an  equality  with  the  others. 

Mr.  Kelley.  Yes;  unlaws  you  do  what  I  was  going  to  suggest  be 
done  in  a  later  section.  It  is  a  difficult  question.  It  is  all  a  question 
of  policy,  legislative  policy,  what  is  going  to  give  the  best  results.  I 
do  not  know.  I  have  my  view  about  it,  and  it  may  or  may  not  be 
correct;  but  one  thing  I  do  know^,  and  that  is  that  you  want  to  develop 
these  projects  upon  a  basis  that  will  permit  the  lowest  rate  possible 
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to  the  cousumer,  consistent  with  a  fair  return  upon  the  investment, 
and  a  proper  taking  care  of  the  principal  at  the  end  of  the  period. 

The  Chairman.  But  you  have  just  stated  that  a  profitable  money- 
making  concern  must  necessarily  within  the  time  amortize  the  plant 
completely. 

Mr.  Kelley.  Yes;  I  think  it  would.  I  think  it  would  be  obliged  to 
under  the  terms  of  the  present  bill,  because  there  could  be  no  definite 
assurance  as  to  subsequent  terms. 

The  Chairman.  Then  no  other  kind  of  projects  ought  to  be  devel- 
oped from  private  capital? 

Mr.  Kellet.  Well,  I  am  not  so  sure  about  that.  None  but  profit- 
making  enterprises  can  be  developed  and  succeed  by  private  capital. 

The  Chairman.  And  that  is  all  the  kind  that  the  private  dollar 
ever  goes  into,  if  it  knows  it. 

Mr.  Keixey.  I  have  forgotten  the  percentage — it  was  presented  to 
the  committee,  you  remember,  some  years  ago — ^60  or  70  per  cent  of 
these  developments  that  have  not  turned  out  profitably,  where  the 
money  was  lost. 

The  Chairman.  They  did  not  know  it,  though,  or  they  would 
not  have  done  it.     I  would  not,  I  know,  for  my  part. 

Mr.  Kelley.  My  observation  with  reference  to  section  15  is  that 
the  original  licensee  should  have  the  preferential  right  upon  the 
same  conditions  and  terms;  and  if  he  rejects  the  license,  the  subse- 
quent licensee  should  not  obtain  it  on  more  favored  terms. 

Mr.  Ferris.  Would  that  have  the  effect  of  keeping  off  all  bidders, 
in  the  event  a  competitive  bidding  plant  was  offered,  the  fact  that  he 
did  enjoy  a  prefertial  right? 

Mr.  Kelley.  Upon  the  same  terms  and  conditions. 

Mr.  Ferris.  Would  that  have  the  effect  of  keeping  away  other  bid- 
ders? 

Mr.  Kelley.  It  would  necessitate  a  more  favorable  bid  than  he 
made. 

Mr.  Ferris.^  That  is  true  in  the  awarding  of  oil  lands  and  coal 
lands  and  agricultural  lands. 

Mr.  Kelley.  And  agricultural  lands  under  State  leases.  It  is  gen- 
erally recognized  that  the  original  lessee  has  a  preferential  right 
upon  the  same  terms  and  conditions. 

Mr.  Ferris.  And  if  he  is  given  a  preferential  right,  that  of  itself 
wards  off  competition  and  other  biddings. 

Mr.  Kelley.  No  ;  if  it  is  a  very  valuable  right,  somebody  would  be 
willing  to  take  it  upon  terms  more  favorable  to  the  Government  than 
the  original  lessee. 

Mr.  Ferris.  No  one  would  care  to  buy  it  just  for  the  exercise  of 
bidding,  would  he,  if  he  knew  that  the  original  licensee  or  lessee 
would  take  it? 

Mr.  Kelley.  No  ;  that  is  true. 

Mr.  Ferris.  And,  as  a  matter  of  fact,  that  does  work  out  that  way. 

Mr.  Kelley.  It  would  have  a  tendency  to.  There  is  no  question 
about  that. 

Section  22  protects  the  long-time  contracts  made  by  the  licensee, 
the  extension  beyond  the  time  of  the  license,  when  approved  by  the 
commission.  I  want  to  suggest  to  you  the  desirability  of  protecting 
contracts  that  have  heretotore  been  made  for  a  long  time,  contracts 
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that  have  been  made  by  temporally  permittees  occupying  the  public 
demain  on  powers  developed  under  the  law  of  1901,  where  the  ohliga- 
tions  of  such  contracts  extend  beyond  the  50-year  period,  these  con- 
tracts having  had  the  approval  of  regulatory  authority  at  the  time 
of  their  makmg.    That  is  rather  an  important  matter. 

Now,  the  only  other  suggestion  I  have  is  with  reference  to  this  pro- 
vision of  section  28 : 

That  the  ri^ht  to  alter,  amend,  ur  repeal  tliis  act  is  hereby  expressly  re- 
served: but  no  such  alterati<»n,  amendment,  or  rei>eal  shall  afTe(*t  any  license 
heretofore  i.«:Kue<i  unrler  the  provisions  of  this  act  or  tlie  rights  of  any  licensee 

tbereimder. 

It  seems  to  me,  gentlemen,  that  what  is  designed  by  that  section 
could  be  accomplished  if  the  phraseology  "  should  affect  adversely  " 
instead  of  "  affect "  was  used.  In  other  words,  by  the  terms  of  tnis 
section  a  licensee  who  took  out  a  license  under  this  bill  could  not  take 
advantage  of  more  favorable  legislation  in  the  future ;  I  think  there 
should  be  discretion  left  with  the  commission  which  would  enable 
such  a  licensee  to  take  advantage  of  more  favorable  legislation  if  it 
was  enacted. 

I  thank  you  very  much,  gentlemen,  for  your  attention. 

The  Chairman.  Do  anv  members  of  the  committee  desire  to  ask 
Mr.  Kelley  any  questions  f 

Mr.  EscH.  Mr.  Kelley,  does  your  Montana  Power  Co.  control  the 
power  at  Great  Falls? 

Mr.  Keluet.  Yes,  sir. 

Mr.  EscH.  That  is  the  power  that  supplies  the  Milwaukee  road? 

Mr.  Kelley.  Yes,  sir;  that  is  part  of  it.  Part  of  it  comes  from 
Great  Falls  and  part  of  it  from  Thompson  Falls. 

Mr.  EscH.  Are  they  connected  in  any  way  ? 

Mr.  Kellet.  Which? 

Mr.  EscH.  The  Montana  Power  Co.  and  the  Milwaukee  road? 

Mr.  Kellet.  Not  in  any  way  except  physically.  You  mean  in 
ownership  ? 

Mr.  EscH.  Yes;  or  interlocking  directorate's  or  anything  of  that 
kind. 

Mr.  Kelley.  There  is  one  director  of  the  Milwaukee  road  who  is  a 
director  of  the  Montana  Power  Co.  There  is  no  community  of 
interest  in  the  sense  that  the  Milwaukee  road  owns  any  interest  in  the 
Montana  Power  Co.  It  does  own  an  interest  in  the  Great  Falls 
Townsite  Co«  which  is  a  comparatively  unimportant  associated  com- 
pany of  the  Great  Falls  Power  Co.  Not  engaged  in  the  power  busi- 
ness. 

Mr.  EscH.  What  percentage  of  the  developed  horsepower  does  the 
Montana  Power  Co.  have  in  the  State? 

Mr.  Kelley.  Of  the  developed  horsepower? 

Mr.  EscH.  Yes,  sir. 

Mr.  Kelley.  I  could  not  answer  that  question,  Mr.  Esch.  It  is  a 
very  large  percentage  of  the  developed  power,  but  something  less 
than  10  per  cent,  I  think,  of  the  potential  power. 

Mr.  EscH.  Less  than  10  per  cent  of  the  potential  power? 

Mr.  Kelley.  Yes. 

Mr.  Escii.  What  is  the  potential  power  of  Montana? 
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Mr.  Kellet.  The  geological  survey  gives  it  as  something  over 
2,000,000  horsepower. 

Mr.  EscH.  Are  there  a  large  number  of  power -site  locations  in  the 
State  ? 

Mr.  Kelley.  a  great  many ;  yes. 

Mr.  EscH.  Are  they  in  private  ownership  ? 

Mr.  KelJoEt.  Some  of  them  are  and  some  of  them  are  not. 

Mr.  EscH.  I  suppose  the  larger  companies  get  control  of  these 
private  locations,  do  they  not,  too  ? 

Mr.  KFxiiET.  No;  I  think  that  is  not  so.  Of  course,  in  the  State 
of  Montana  the  Rocky  Mountains  divide  the  State.  The  stveaoois 
fall  from  an  elevation  of  10,000  to  15,000  feet  to  about.2,000  feet  at 
the  east  and  west  ends  of  the  State,  and  there  are  innumerable  power 
sites  all  the  way  along  on  both  the  east  and  the  west  sloi>es.  Now, 
I  do  not  think  the  Montana  Power  Co.  has  to  exceed  150,000  out  of 
2,000,000  undeveloped  horsepower  in  the  State,  because  it  would  not 
be  profitable  to  try  to  monopolize  the  power  sites  of  Montana.  You 
could  not  do  it  and  there  is  no  occasion  for  it. 

Mr.  EscH.  And  the  private  individual  could  not  either  develop 
power,  because  of  the  enormous  expense  attendant  upon  such  work. 

Mr,  Kelley.  Well,  I  do  not  know  of  any  private  individual  that 
has  developed  any  power  in  Montana.  The  Montana  Power  Co.,  of 
course,  is  a  large  corporation  whose  stock  is  very  widely  held 
throughout  the  United  States  and  abroad.  Anybody  can  develop  a 
power  site  in  Montana  who  can  develop  a  market.  In  the  power 
business  I  think  it  is  true  that  it  is  the  market  that  governs,  not  the 
power. 

Mr.  EscH.  You  have  discussed  the  net  investment  section.  I  was 
not  quite  clear  in  regard  to  your  definition  of  replacements,  renewals, 
and  obsolescent.  Isn't  there  an  over  lapping  there  of  those  three 
terms  ? 

Mr.  Kelley.  Not  at  all.  My  definition  of  the  terms,  distinguishing 
between  the  terms,  would  be  as  follows:  Obsolescence  is  that  condi- 
tion which  comes  when  an  appliance  or  a  machine  or  a  structure, 
although  physically  good,  is  no  longer  adapted  to  efficient  use  for  the 
purpose  for  which  it  was  manufactured  or  made.  There  may  be 
many  machines  that  physically  are  all  right.    They  become  obsolete. 

Mr.  EsCH.  I  think  your  deifinition  is  correct,  as  I  understand  it. 
But  supposing,  then,  that  if  supplanted  or  replaced  by  another  ma- 
chine that  does  its  work  or  doe^  it  more  efficiently.  Would  that  be 
replacement  or  obsolescence? 

Mr.  Kelley.  It  might  or  it  might  not  be  one  or  the  other,  respec- 
tively. If  the  replacement  was  of  a  machine  that  had  become  obso- 
lete, it  might  be  a  capital  charge,  but  if  the  replacement  was  of  a 
machine  that  through  constant  operation  had  become  depreciated  to 
the  point  of  nonutility,  it  would  not  be  charged  against  capital,  but 
would  come  out  of  the  depreciation  reserve.  So  renewal  might  be 
from  obsolescence  or  it  might  be  from  depreciation. 

Mr.  EscH.  Supposing  a  part  of  your  dam  went  out;  it  would  be 
reconstructed,  and  would  it  not  be  charged  to  repairs? 

Mr.  Kelley..  No  ;  if  it  was  such  a  substantial  portion  of  the  dam 
that  its  going  out  was  a  catastrophe  rather  than  a  small  part  that 
might  go  out  from  operating  or  not  unusual  causes,  it  would  not  be 
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n  repair,  it  would  not  be  charged  to  operation  of  the  property.    It 
would  be  a  capital  charge,  in  my  judgn^ent. 

Mr.  EsGH.  Is  the  accounting  system  of  power  companies  uniform 
on  that? 

Mr.  Kelley.  I  think  the  principles  are  uniform,  although,  of 
course,  in  practice  various  distinctions  are  made.  It  is  hard  to  draw 
an  arbitrary  line  in  accounting  between  different  companies. 

Mr.  EscH.  You  know  this  net  investment  section  tries  to  assimilate 
this  with  the  railroad  accounting  established  by  the  Interstate  Com- 
merce Commission  ? 

Mr.  Kelley.  Yes.  In  the  railroad-accounting  provision  this  is 
the  provision  that  where  through  nonutility  a  substantial  part  of  the 
building  or  structure  is  no  longer  adapted  to  the  business  and  is 
replaced  there  is  written  off  on  the  books  the  amount  at  which  that 
structure  stood  on  the  books,  thus  reducing  the  capital  account,  and 
there  is  set  up  on  the  books  the  cost  of  the  replacement,  thus  increas- 
ing capital  account.  Now,  I  don't  think  that  that  is  analogous 
to  a  situation  where  a  dam,  although  a  perfectly  good  structure,  by 
some  untoward  event  would  be  taken  out  completely.  There  is  an 
absolute  destruction  of  capital  investment.  If  you  follow  the  rail- 
way accounting,  if  that  dam  stood  on  the  books  at  $1,000,000,  you 
would  write  off  $1,000,000,  and  then  put  a  new  dam  in,  and  that 
might  cost  another  $1,000,000.  Your  capital  would  only  show 
$1,000,000  on  your  books,  although  you  have  had  $2,000,000  in  invest- 
ment account,  and  under  this  recapture  clause  you  would  only  be 
allowed  credit  on  recapture  for  $1,000,000.  That  is  my  interpreta- 
tion of  the  railway-accounting  provision,  and  I  do  not  believe  Mr. 
Merrill  agrees  with  me. 

Mr.  EscH.  There  is  a  difference  of  opinion,  as  I  understand  it,  as 
to  the  practice.    Supposing  a  railroad  bridge  were  washed  away. 

Mr.  Kelley.  If  a  railroad  bridge  was  washed  out,  they  would  take 
out  of  the  capital  account  the  valuation,  as  it  stood  on  the  books,  of 
the  old  bridge,  and  when  replaced  with  a  new  bridge  there  would  be 
set  up  in  the  capital  account  the  cost  of  the  new  bridge. 

Mr.  EscH.  It  is  suggested  by  Mr.  Lever — and  I  thought  I  had  that 
in  the  question  originally— suppose  a  part,  only  a  part,  of  the  dam 
went  out  ? 

Mr.  Kelley.  I  said  it  would  depend  upon  whether  it  was  a  sub- 
stantial part  or  not.  If  it  was  a  very  small  item,  it  would  probablv 
be  charged  up  to  ordinary  repairs.  If  it  was  such  a  very  consid- 
erable section  it  would  take  new  capital  to  replace  it,  it  should  be  so 
charged.    That   is   usually   the   situation,   I   think,  in   accounting 

practice. 

Mr.  Candi^er.  Mr.  Kelley,  you  show  that  you  have  given  this 
matter  very  great  study,  and  that  you  have  given  close  attention  to 
this  bill,  and  that  you  have  suggested  quite  a  number  of  amendments. 
Some  of  them  may  be  adopted,  some  of  them  may  not  be  adopted, 
none  of  them  may  be  adopted. 

I  want  to  ask  you  what  your  judgment  is  of  this  bill  as  it  is 
written.    Is  it  a  workable  bill  ? 

Mr.  Kelley.  I  want  to  be  perfectly  frank  about  that.  I  think  that 
this  is  a  bill  under  which,  except  under  very  unfavorable  conditions, 
water  power  could  be  developed  and  could  be  financed. 
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Mr.  Candler.  You  have  examined  the  other  bills  that  have  passed 
the  House  and  Senate? 

Mr.  Kellet.  I  have  kno^n  those  submitted  during  the  past  10 
years. 

Mr.  Candler.  Do  you  consider  this  a  very  much  better  bill  than 
any  of  the  others? 

Mr.  EIelley.  I  consider  this  a  more  workable  bill. 

Mr.  Candler.  What  we  want  to  do  is  to  pass  legislation  that  will 
bring  development.  That  is  the  intention,  and  the  nece^ities  of  the 
case  seem  to  require  it,  and  therefore  I  was  anxious  to  know  what  you 
thought  about  this  specific  bill.  You  think,  then,  that  this  bill  with- 
out amendment,  if  adopted,  would  develop  water  power  in  the 
country  ? 

Mr.  ^[^ELLEY.  Some  water  powers  undoubtedly  would  be  developed. 
On  the  other  hand,  it  might  not  be  liberal  enough  to  permit  develop- 
ment of  others. 

Mr.  Candler.  And  they  would  not  be  developed  unless  some  legis- 
lation passed? 

Mr.  Kelley.  It  is  impossible  to  go  ahead  with  the  development  of 
water  power,  gentlemen,  unless  some  legislation  is  adopted. 

Mr.  Candler.  And  even  without  amendment  you  would  be  glad  to 
see  this  bill  adopted? 

Mr.  Kelley.  I  would  sooner  see  this  bill  passed  than  none  at  all. 

Mr.  Haugen.  In  speaking  of  recapture  I  understood  you  to  say 
that  in  determining  the  net  investment,  the  price  fixed  in  payment  for 
the  property,  that  replacements  and  renewals  should  be  included? 

Mr.  Kelley.  Replacements  and  renewals  that  are  properly  charge- 
able to  capital  accounts  as  distin^ished  from  replacements  and  re- 
newals that  are  part  of  the  operating  expense. 

Mr.  Haugen.  Now,  if  the  dam  were  washed  out — that  is  a  dead 
horse;  no  value — you  believe  the  Government  should  pay  for  it  in 
recapture  ? 

Ml'.  Kelley.  Yes,  sir;  to  the  extent  of  making  good  the  whole 
investment. 

Mr.  Haugen,  Aren't  sinking  funds  provided  to  meet  those  emer- 
gencies? 

Mr.  Kelley.  No,  sir;  not  ordinarily.  I  don't  think  any  company 
would  be  justified,  as  a  matter  of  finance,  in  providing  a  fund  suffi- 
cient to  replace  the  entire  structure  of  a  dam  upon  the  possibility  that 
it  might  be  washed  out.  The  sinking  fund  is  ordinarily  limited  to 
an  amount  sufficient  to  wipe  out  the  investment  at  the  end  of  the 
period  of  the  money  that  would  have  been  put  into  the  dam  that  is 
gone. 

Mr.  Haugen.  Well,  but  the  obsolete  machinery  which  has  been  dis- 
carded, of  course,  is  of  no  value  to  the  Government.     It  is  just  junk. 

Mr.  Kelley.  Obsolete  machinery ;  yes,  sir ;  that  is  right. 

Mr.  Haugen.  And  your  contention  is  that  the  Government  should 
pay  for  all  of  this  junt,  and  pay  full  price? 

Mr.  Kelley.  No  ;  I  don't  say  that. 

Mr.  Haugen.  Well,  it  should  be  included  in  the  cost? 

Mr.  Kelley.  Yes ;  somebody  has  got  to  pay  for  it.  Somebody  must 
pay  for  it. 

Mr.  Haugex.  Of  course  somebody  must  pay  for  it. 
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Mr.  EIelley.  For  instance,  you  have  a  city  covered  with  overhead 
wires,  poles^  telegraph  lines,  or  trolley  lines.  A  city  ordinance  is 
passed  requiring  that  the  wires  be  put  underground.  Now,  that  is 
all  good  equipment;  it  cost  money,  but  you  are  obliged  to  chop  down 
those  poles,  to  sell  the  wire  for  salvage  value,  and  put  your  lines 
underground.  The  money  that  went  into  that  construction  must 
come  out  of  the  business  somewhere. 

Mr.  Haugen.  Well,  do  you  suggest  that  the  Government  should 
also  pay  for  the  poles  that  have  been  deteriorated,  and  discarded  wire, 
and  all  thatt 

Mr.  Kfxley.  I  claim  this,  that  if  you  have  to  increase  your  capital 
in  order  to  provide  for  unforeseen  contingencies,  it  is  a  proper  capital 
charge,  and  you  have  got  to  get  your  money  back  from  some  place. 
Now,  it  the  Government  is  going  to  take  this  property  off  your  hands, 
if  you  haven't  had  an  opportunity,  if  you  haven't  had  time  to  make 
back  the  cost  that  you  have  been  put  to  on  that  account,  it  should  be 
considered  in  recapture. 

Mr,  Haugen.  But,  in  the  course  of  50  years,  the  wire  and  poles  will 
have  to  be  replaced;  dams  will  be  washed  out  and  will  have  to  be 
replaced.  Do  you  contend  that  the  Government  should  have  to  pay 
for  all  that? 

Mr.  Kelley.  It  might  happen  in  the  forty-fifth  year  or  the  forty- 
eighth  year. 

Mr.  Haugen.  It  will  happen  pretty  near  every  year.  Poles  have 
to  be  replaced  every  few  years,  every  10  years  possibly. 

Mr.  Kelxjsy.  If  it  happened  in  the  be^innin^  of  the  license  period 
undoubtedly  it  would  be  amortized  by  its  expiration,  but  if  it  hap- 
pened in  the  forty-fifth  year,  and  yoii  are  obliged  to  go  ahead  and 
build  a  dam,  and  you  are  to  lose  it  at  the  end  of  the  fiftieth  year,  you 
couldn't  do  that. 

Mr.  Haugen.  Do  you  suggest  writing  into  the  bill  the  time  that 
should  occur? 

Mr.  Kelley.  No  ;  I  suggested  that  there  be  written  into  the  bill  re- 
newals and  replacements  properly  chargeable  to  capital  account.  I 
think  that  is  fair. 

Mr.  Baker.  I  understand  your  position  is,  Mr.  Kelley,  that  you 
have  been  advised  that  this  bill  is  up  for  consideration  by  the  com- 
mittee and  that  it  is  your  province  to  make  such  suggestions  as  you 
see  fit  that  are  pertinent  to  the  bill,  and  if  they  are  practical  and 
workable  it  is  up  to  the  committee  to  determine  what  shall  be  done 
with  them,  and  your  purpose  here  is  to  assist  in  getting  the  best  leg- 
islation possible. 

Mr.  Kelley.  I  think  so.  I  have  been  very  earnest  for  five  or  six 
years  in  the  endeavor  to  get  some  legislation,  and  I  think  that  we 
have  gone  beyond  almost  any  other  water-power  interest  in  the 
country  in  urging  the  adoption  of  legislation  to  start  with.  If  it 
were  a  business  proposition,  we  could  sit  down  around  the  table  and 
fix  this  up  in  a  very  short  time  and  everybody's  interest  would  be 
protected. 

.  Mr.  Raker.  I  have  been  interested  in  your  statement  in  regard  to 
page  14,  and  I  want  to  call  your  attention  to  that  particularly.  I 
suppose  in  Montana,  as  in  the  other  Western  States,  an  actual  appro- 
priation of  water  without  any  application,  or  even  complying  with 
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the  law,  if  you  have  actually  appropriated  the  water  before  anybody 
else  is  on  the  ground,  it  is  yours  and  you  are  protected  by  the  courts, 
and,  in,  fact,  all  the  western  courts  hstve  so  determined.  That  is 
right,  is  it  not? 

Mr.  Kelley.  The  use  of  the  water  constitutes  title. 

Mr.  Raker.  Notwithstanding  the  statutes  say  you  must  file  and 
record  your  notice? 

Mr.  Kelley.  That  is  only  for  the  purpose  of  determining  priority, 
evidentiary  of  your  right. 

Mr.  Baker.  Now,  to  avoid  complications,  however,  in  this  bill, 
you  make  the  suggestion  that  if  you  show  an  appropriation  or  diver- 
sion, or  an  application  for  the  right  to  appropriate  and  divert  and  use 
the  water,  that  anyone  of  them  ought  to  be  sufficient,  and  the  commis- 
sion should  not  be  confined  to  the  mere  fact  that  you  present  an 
application  ? 

Mr.  Kelley.  Yes,  sir. 

Mr.  Raker.  And  it  might  cut  out  the  man  who  has  an  actual  ap- 
propriation and  diversion  of  the  water  before  he  makes  his  applica- 
tion for  this  license? 

Mr.  Kelley.  Yes,  sir ;  that  is  it  exactly. 

Mr.  Raker.  I  would  like  to  have  you  expand  just  a  little  on  that 
section  28,  just  what  you  mean  by  your  suggested  amendment. 

Mr.  Kelley.  Section  28  is  the  repeal,  alter,  or  amend  clause. 

Mr.  Raker.  Now,  what  is  your  suggestion  on  that? 

Mr.  Kelley.  My  suggestion  is  this : 

But  no  such  alteration,  aniendmentt  or  repeal  shall  affect  any  Itcenae  there- 
tofore Issued  under  the  provisions  of  this  act,  or  the  rights  of  any  licensee 
thereunder:  Provided,  That  nothing  herein  contained  shall  be  held  to  prevent 
such  licensee,  ui>on  application  to  the  commission,  from  obtaining  the  benefit 
of  any  subsequent  legislation. 

Mr.  Raker.  Well,  is  that  a  suggested  addition? 

Mr.  Kelley.  Yes ;  or  put  in  the  word  "  adversely  "  after  the  word 
"  affect " — ^"  shall  not  be  held  to  affect  adversely  any  license." 

Mr.  Raker,  In  other  words,  your  thought  is  that  if  the  licensee  at 
the  end  of  the  50-year  period  should  be  the  successful  one  to  obtain  it 
for  another  period,  he  might  under  this  provision  be  compelled  to 
take  it  under  the  laws  enforced  at  the  time  he  obtained  his  original 
license,  and  be  bound  by  it  and  could  not  get  the  benefit  of  new 
legislation? 

Mr,  Kelley.  That  is  one  thought,  and  here  is  the  other.  Here  is 
the  principal  thought :  Ten  years  from  now  the  Congress  may  pass 
some  legislation  more  favorable  than  this.  Now,  where  you  reserve 
the  right  to  repeal,  or  amend,  of  course,  you  destroy — ^you  remove 
the  inhibition  in  the  Constitution  against  impairing  the" validity  of 
contract  under  the  Dartmouth  College  case.  That  is  what  this  is  for. 
You  get  away  from  that  so  that  you  have  the  right  to  chatige  the 
legislation.  Then  you  do  the  very  fair  thing,  however,  of  protect- 
ing a  license  under  this  law  from  ally  subsequent  amendmeiit  You 
provide  that  it  shall  not  be  affected  at  all.  rfow,  I  suggest  that  you 
go  a  step  further  and  permit  the  licensee,  if  the  legislation  is  more 
favorable,  to  take  advantage  of  it 

Mr.  Raker.  Wouldn't  that  be  an  inducement  held  dut  to  be  artivelt 
engaged,  in  deasoti  and  6ui  of  seadon,  to  obtain  favorable  legislation  I 
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Mr.  Kelley.  I  think  it  would.  I  think  somebody  will  be  doing  it 
anyway. 

Mr.  Kaker.  Now,  just  one  other  question,  in  reference  to  section 
29.     Have  you  given  any  thought  to  that? 

Mr.  Kelley.  What  is  that — the  repeal  section? 

Mr.  Baker.  Yes.  I  call  your  attention  to  it  for  this  purpose:  I 
do  not  know  how  your  State  is,  but  I  am  wondering  if  in  some  of 
the  others  there  are  any  projects  practically  complete  and  in  opera- 
tion and  use  and  have  made  arrangements  that  are  satisfactory, 
and  I  am  wondering  whether  or  not  that  would  repeal  all  the  laws 
under  which  they  are  operating  and  cojnpel  them  to  come  in  under 
this. 

Mr.  Kelley.  I  thought  that  matter  was  protected  in  the  bill. 

Mr.  Raker.  Well,  I  don't  find  it.  Is  that  provided  for,  Mr.  Miller, 
in  the  bill? 

Mr.  Miller.  It  is  my  understanding  that  it  is  provided  for. 

Mr.  Kelley.  Section  23  provides  for  that,  I  thmk. 

Mr.  Miller.  That  the  repeal  of  existing  legislation  would  not 
affect  any  valid  rights  existing  under  such  legislation. 

Mr.  Saker.  Well,  that  all  may  be  true.  He  may  have  only  par- 
tially completed  his  project,  and  he  desires  to  go  on  under  the 
permit  which  he  has  and  complete  his  project.  There  would  be  no 
law  that  he  could  complete  it  under,  and  he  would  have  to  come 
under  this.  Suppose  he  desired  to  complete  it  under  the  present 
law ;  there  might  be  some  such  cases,  and  we  should  not  put  a  burden 
on  them  if  they  are  satisfied. 

Mr.  Miller.  I  assume  he  has  received  his  permit,  and  therefore 
is  operating  under  that  permit.  It  was  the  intention  in  drafting 
the  Dili,  and  I  think  the  langda^e  is  sufficient,  that  nothing  done  in 
this  bill  should  repeal  that  permit  if  he  preferred  to  stay  under  that 
permit. 

Mr.  Raker.  Is  that  your  view,  Mr.  Kelley? 

Mr.  Kelley.  I  think  it  is. 

Mr.  Raker.  Then  that  is  fully  provided  for. 

Mi*.  Kelley.  Yes,  sir;  that  is  my  opinion. 

Mr.  Raker.  That  is  all. 

Mr.  Anderson.  I  would  like  to  ask  a  question  or  two,  if  I  may. 
The  statement  has  been  made  several  times — I  don't  know  whether 
it  was  stated  by  you  or  not — that  under  the  power  of  the  States 
to  fix  rates  and  charges  the  earnings  of  the  licensee  would  be  limited 
to  a  fair  return.  I  don't  think  that  is  entirely  an  accurate  state- 
ment, practically,  although  it  may  be  legal.  Wliat  I  am  getting  at 
is  this — and  I  want  to  call  your  attention  particularly  to  the  defini- 
tion 6f  net  return — if  it  is  a  fact  that  the  earnings  of  the  licensee 
aird  limited  to  a  fair  return,  there  should  be  no  deductions  in  case 
of  recapture,  for  credit  balance,  current  depreciation  accounts,  or 
appropriations  of  surijlus  or  income  held  for  amortization,  or  any  of 
these  proposed  deductions? 

Mr.  KeIley.  That  is  right. 

Mr.  Anderson.  That  being  the  case,  I  do  not  just  see  on  what 
you  base  your  argunient  or  position  that  all  of  these  plants  will  be 
aifldrtizea  in  theperiod  of  50  yeara 

Mr.  Kelley.  Well,  I  should  not  in  the  case  of  an  ordinary  devel- 
opment that  would  cost  an  ordinary  amount  of  money,  or  a  reason- 
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able  amount  of  money,  per  kilowatt.  I  should  not  think  that  a 
return  would  be  deemed  excessive  where  provisions  had  been  made 
for  amortization  within  that  time.  It  all  comes  back  to  the  ques- 
tion of  what  you  consider  fair  return.  You  can  go  to  Boston  and 
Sjet  a  million  dollars  to  invest  in  a  city  business  block  in  a  favorable 
ocality  upon  a  return  of  5  per  cent.  That  is  a  fair  return  for  that 
business.  You  can  not  go  to  Boston  and  get  $6,000,000  to  put  into 
water  power  in  Montana  or  Idaho  or  Washington  on  a  return  of  5 
per  cent.  There  has  got  to  be  something  more  than  a  naked  per 
cent  return  on  the  capital  invested  or  nobody  is  going  to  work  out 
thespe  more  or  less  speculative  enterprises.  We  are  not  going  to  work 
for  the  people  that  have  money  to  invest  down  East  unless  we  get  a 
chance  to  make  some  money  out  of  it.    Nobody  is  going  to  do  that. 

Mr.  Anderson.  Is  it  your  conclusion  that  under  this  definition 
amortization  reserve  or  these  other  reserves  could  by  any  possibility 
be  included  in  the  term  "  fair  return  "  ? 

Mr.  Kelley.  Well,  they  are  all  based  on  that.  You  start  with  the 
proposition  that  your  cost  is  diminished  by  the  amount  from  excess 
earnings  over  a  fair  return  that  is  represented  in  these  various  funds. 
Now,  if  you  haven't  anything  over  what  a  court  would  say  is  a  fair 
return,  there  is  no  deduction.  But  that  is  a  matter  of  conjecture. 
You  don't  know  what  it  is. 

Mr.  Anderson.  Well,  suppose  we  assume  that  the  licenses  does 
earn  an  amount  sufficient  over  a  fair  return  to  wholly  amortize  the 

{)lant  during  the  50  years.  Is  it  your  view  that  in  that  case  the 
icensee  ought  to  have  both  the  amount  represented  by  the  amortiza- 
tion of  the  plant  and  the  full  value  of  the  physical  properties — the 
project  ? 

Mr.  Kelley.  No;  not  necessarily;  hut  it  is  my  judgment  that  the 
licensee  should  not  be  in  any  doubt  at  the  end  of  the  50  years  as  to 
whether  he  had  a  dollar  of  invested  capital  in  his  business  or  not. 
He  should  not  be  obliged  to  wait  until  the  end  of  50  years  to  find  out 
if  what  he  had  been  paying  out  in  dividends  and  what  he  had  been 
earning  was  a  fair  return  or  not.  If  you  can  not  determine  it  in  ad- 
vance, it  necessarily  means  you  won't  determine  it  until  the  recapture 
period.  He  may  have  been  charging  off  a  reasonable  amount  and 
paying  out  a  reasonable  amount  in  dividends,  and  somebody  will  say, 
"Why,  that  was  too  much.  Instead  of  paying  out  8  per  cent  you 
should  have  paid  6.  That  was  a  fair  return,  and  the  other  2  per  cent 
has  diminished  the  original  cost  so  you  have  got  no  investment  left. 
Your  capital  is  extinguished." 

Mr.  Anderson.  Mustn't  he  determine  it  periodically  ? 

Mr.  Kelley.  Not  under  the  provisions  or  this  bill. 

Mr.  Anderson.  In  any  event  wouldn't  this  be  the  situation:  I  as- 
sume that  there  is  probably  not  a  project  in  existence  or  one  likely  to 
be  in  existence  under  this  law  in  which  the  investment  at  the  end  of 
50  years  will  not  represent  a  great  deal  more  than  it  represents  at  the 
beginning  of  that  period.  In  other  words,  there  will  be  constant  in- 
creases in  the  capital  of  the  plant.  Now,  isn't  it  practically  an  im- 
possibility, in  view  of  that  fact,  with  fixed  rates  for  service,  to  amor- 
tize the  total  capital  of  the  plant  as  you  go  along? 

Mr.  Kelley.  Well,  I  don't  know.  That  brings  in  the  question,  of 
course,  of  the  allocation  of  the  investment  from  year  to  year  to  the 
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project,  as  defined.  I  think  that  phrase  has  been  very  carefully 
worded  there,  and  I  think  it  is  aJU  rijgfat.  It  restricts  it  to  proper 
allocation  of  the  fair  return  to  the  project  works. 

Mr.  Anderson.  Now,  I  would  lilce  to  direct  your  attention  to  the 
provision  C  in  section  10,  page  15,  in  which  it  provides  that  the 
licensee  shall  make  all  necessary  renewals  and  replacements,  shall 
maintain  adequate  depreciation  reserves.  I  want  to  direct  your  at- 
tention to  the  fact  that  this  requirement  is  limited  to  the  keeping  of 
adequate  depreciation  reserves,  in  order  to  maintain  the  plant  m  a 
condition  of  repair.    Do  you  object  to  that? 

Mr.  Ejslley.  Not  ordinarily ;  not  if  the  income  is  sufficient  to  do  it. 

Mr.  Anderson.  I  gather  the  very  contrary  impression  from  what 
you  have  said  in  your  original  statement. 

Mr.  KxLLEY,  I  say  it  should  be  determined,  however,  by  the  income. 
I  do  not  think  that  if  a  plant  is  running  on  a  narrow  margin  it  would 
be  fair  to  devote  the  entire  income  to  the  maintenance  of  an  adequate 
reserve,  to  the  extinguishment  of  the  other  claims  on  surplus. 

Mr.  Anderson.  Well,  of  course,  if  the  plant  was  not  kept  in  a  rea- 
sonable condition  of  repair  there  would  not  be  either  surplus  or  in- 
come of  any  kind. 

Mr.  Kelley.  After  a  while  that  would  be  true. 

Mr.  Anderson.  That  is  all  I  have. 

Mr.  Taylor.  Speaking  about  the  amortization  term  that  Mr. 
Anderson  asked  you  about,  do  you  mean  to  state  to  the  committee 
definitely  that  these  plants  will  he  in  all  probability  amortized  in  this 
50-year  period  ? 

Mr.  Kelley.  Oh,  no;  certainly  not 

Mr.  Tayijor.  I  did  not  think  you  did.  None  of  them  have  ever  been 
amortized,  have  they? 

Mr.  Kelley.  No;  I  don't  think  that  ordinarily — we  might  be 
obliged  to  under  a  50-year  grant,  but  you  ordinarily  do  not  expect 
to  amortize  in  50  years.  You  expect  to  go  along  for  about  30  years 
and  refund  and  spend  some  more  money,  and  it  is  just  a  question  of 
keeping  up  with  the  business.  You  have  got  the  income  on  one  side, 
and  if  the  business  is  any  good,  you  have  got  disbursements  on  the 
other  side.  Now,  you  might  amortize  what  you  started  with  in  50 
years,  but  you  are  spending  money,  and  you  should  be  spending 
money  on  capital  account  up  to  the  fiftieth  year,  and  certainly  you 
can  not  amortize  what  comes  in  the  latter  end  of  the  investment. 
That  is  the  reason  if  you  try  to  do  it  your  rates  go  up,  and  if  you 
can  not  get  it  back  out  of  recapture  you  are  not  going  to  do  it  and 
your  plant  is  goins  to  pieces. 

Mr.  Taylor.  What  would  the  proportion  be  in  your  State  of  the 
amount  of  power  that  your  company  has  developed  and  the  total 
amount  capable  of  being  developed  ? 

Mr.  Kelley.  About  10  per  cent.    That  is  my  recollection. 

Mr.  Taylor.  And  what  proportion  of  the  power  that  is  developed 
in  that  State  is  owned  or  controlled  by  your  company? 

Mr.  Kelley.  Well,  I  think  about  5  per  cent.  The  last  report 
showed  that  we  had  developed  212,000  kilowatts.  We  had  in  reserve 
undeveloped  121.000.  That  is  330,000  kilowatts,  and  I  think  the 
survey  gives  us  about  two  and  a  quarter  million  in  the  State. 

Mr.  TAYLOR.  Is  that  limited  development  by  reason  of  the  limited 
market? 
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Mr.  Kelley.  Yes. 

Mr.  Taylor.  I  believe  that  is  all* 

The  Chairman.  Mr.  Kelley,  are  there  not  a  great  number  of 
hydroelectric  powers  that  are  already  developed  and  in  operation  or 
partial  development  within  States  not  locat^  on  navigaole  streams 
or  that  would  not  in  any  way  come  under  the  provisions  of  this  law 
in  case  it  was  passed? 

Mr.  Kelley.  There  are  a  great  many  located  in  States  not  on 
navigable  streams? 

The  Chairman.  Yes. 

Mr.  Kelley.  Oh,  ves. 

The  Chairman.  And  that  would  not  come  under  the  provisicHis 
of  this  law  ?  They  would  not  be  affected  by  the  provisions  of  this 
law  directly — ^that  is,  it  would  not  affect  their  operation? 

Mr.  Kelley.  As  I  understand  it,  except  for  navigable-stream  de- 
velopments, this  law  would  only  affect  such  developments  as  were 
made  on  nonnavigable  streams  in  public-land  States  where  the  Oov- 
ernment  is  the  owner  of  the  land. 

The  Chairman.  In  so-called  public-land  States  all  developments 
that  are  not  located  on  public  lands  or  on  navigable  rivers  would  not 
be  subject  to  the  provisions  of  this  law. 

Mr.  Kelley.  I  did  not  hear  that  question,  Mr.  Chairman. 

The  CnAiR3iAN.  I  say  that  all  developments  in  what  are  called 
public-land  States,  but  not  located  on  public  lands  and  not  located  on 
a  navigable  stream,  would  not  be  covered  by  the  provisions  of  this  act. 

Mr.  Kelley.  No,  sir;  not  directly. 

The  Chairman.  I  mean  directly. 

Mr.  Kelley.  Of  course  if  you  go  to  the  Government  and  ask  fw 
a  transmission  line  across  public  land  and  they  make  you  sign  a 
stipulation,  that  brin|ii;s  you  under  the  bill. 

The  Chairman.  When  you  go  across  the  State  line. 

Mr.  Kelley.  No:  if  you  go  across  a  section  of  public  land. 

The  Chairman  .  I  mean,  not  located  on  public  land  or  so  as  to  have 
to  use  any  part  of  the  public  land. 

Mr.  Kelley.  That  would  be  true. 

The  Chairman.  Now,  all  those  developments,  all  powers  already 
developed  of  that  kind  or  that  may  hereafter  be  developed,  are  en- 
tirely free  from  the  provisions  of  this  law  and  will  be  entirely  free? 

Mr.  Kellet.  Yes. 

The  Chairman.  Now  those  powers  that  have  been  developed  and 
others  that  may  be  developed  will  be  developed  under  the  jurisdic- 
tion of  the  States  as  they  may  exercise  it.  All  those  private  de- 
velopments, private  companies,  have  the  same  necessity  for  acquiring 
capital  and  making  investments  attractive  that  they  would  if  they 
were  on  public  lands  or  on  navigable  streams.  Do  not  nearly  all 
of  those  companies  have  an  amortization  feature  so  as  to  pay  their 
bonds  when  due? 

Mr.  Kelley.  I  don't  think  any  of  them  do. 

The  Chairman.  They  depend  on  borrowing  again  ? 

Mr.  Kelley.  They  provide  a  reasonable  sinking  fund,  but  not 
sufficient  to  amortize  the  capital ;  no. 

The  Chairman.  Well,  it  amounts  to  that  after  all  in  effect,  in  its 
application. 
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Mr.  Kelley.  Not  in  50  years.  They  pay  a  certain  percentage  of 
it,  enough  that  the  banker  thinks  leaves  a  safe  margin  for  refund- 

iTlg. 

The  Chairman.  Now,  under  the  Wisconsin  law  they  can  not  get 
a  permit  for  longer  than  30  years. 

Mr.  Kelley.  I  am  not  familiar  with  that. 

The  Chairman.  Have  they  not  developed  some  very  important 
water  powers  under  the  Wisconsin  law  in  that  State? 

Mr.  Kelley.  I  undei'Stand  they  have.  I  don't  know  what  the  Wis- 
consin law  is. 

The  Chair3ian.  Now,  if  the  water  powers  are  developed  that  this 
bill  applies  to  and  not  subject  to  State  law — T  mean  the  paramount 
regulation  of  the  State — if  water  powers  are  already  developed 
within  the  States  and  not  subject  to  this  law,  and  then  you  develop 
others  under  the  law  and  give  those  developed  under  the  law  a  better 
opportunity  to  compete,  not  only  in  current  but  to  manufacture  of 
products  with  the  current,  wouldn't  you  have  trouble  with  those 
developed  powers  that  are  already  in  existence  being  discriminated 
against  by  action  of  the  Federal  Government? 

Mr.  Kelley.  I  don't  think  you  would  have  any  trouble  under  the 
provisions  of  this  bill.  The  privately  owned  powers  would  have 
very  much  the  advantage,  if  I  understand  the  question  right. 

The  Chairman.  They  are  subject  to  State  laws,  and  it  altogether 
depends  on  what  kind  of  State  laws  they  have. 

Mr.  Kellet.  They  are  only  subject  to  State  laws  so  far  as  rate 
making  is  concerned. 

Tlie  Chairman.  And  practices. 

Mr.  Kelley.  And  practices;  and  of  course  they  are  protected  by 
the  Federal  Constitution. 

The  Chairman.  That  is,  on  confiscation. 

Mr.  Kelley.  As  to  the  return  they  may  make  on  their  invest- 
ment. 

The  Chairman.  They  are  protected  to  the  extent  of  no  confisca- 
tion ;  and  only  to  that  extent. 

Mr.  Kelley.  That  is  as  far  as  this  bill  protects  them. 

The  Chairman.  Now,  do  you  not  believe  that  in  all  desirable 
localities  to  which  this  law  will  apply,  where  there  are  no  develop- 
ments at  this  time,  that  they  will  bear  a  charge  that  will  completely 
amortize  the  property  at  the  end  of  the  50-year  term  without  an 
appreciable  increase  in  the  cost  of  the  product  to  the  consumer? 

Mr.  Kelley.  Well,  of  course  that  is  lust  a  mathematical  proposi- 
tion. I  can  not  answer  it  offhand.  It  depends  upon  the  given  facts 
in  any  particular  case. 

The  Chairman.  Well,  it  will  be  veiy  small  in  a  period  of  50  years. 

Mr.  Kelley.  It  is  comparatively  a  small  sum  put  by,  accumulated 
over  a  50-year  period  which  with  compound  interest  will  reach  100 

per  cent. 

The  Chairman.  Now,  not  referring  to  public  lands,  but  to  the 
navigable  rivers  within  the  States,  where  if  we  improve  navigation 
at  all  it  must  either  be  improved  by  the  Government  through  public 
taxation  or  by  means  of  these  licensing  contracts,  wouldn't  it  be  a 
pood  policy,  when  we  consent  that  one  of  these  navigable  streams 
should  be  improved,  that  would  be  very  profitable  to  improve  on 
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account  of  the  by-product  water  power — why  would  it  not  be  a  good 
policy,  so  far  as  navigable  streams  are  concerned  that  the  Govern- 
ment must  provide  for  out  of  taxation,  to  provide  for  an  amortiza- 
tion charge  and  have  the  Government  actually  own,  at  the  end  of 
50  vears,  these  properties,  so  that  it  might  lease  them  again  for  a 
higher  rental  and  use  the  rentals  for  the  purpose  of  improving  por- 
tions of  the  same  river  or  other  navigable  streams  that  will  not 
develop  valuable  water  power  by  reason  of  improvement  ? 

Mr.  KELLEir.  I  have  not  given  that  question  any  consideration.  1 
would  like  to  think  it  over. 

The  Chairman.  That  would  be  only  a  question  of  policy. 

Mr.  Kelley.  Only  a  question  of  policy. 

The  Chairman,  ifow,  in  that  way  the  people  would  be  getting 
back,  the  people  in  other  parts  of  the  country,  or  those  not  patrons  of 
the  products  of  the  particular  dam,  would  be  getting  back  oy  reason 
of  creating  this  fund  for  the  Government  to  further  improve  the  river 
without  additional  taxation — ^that  in  a  way  some  money  would  come 
back  to  the  public. 

Mr.  Kelley.  That  would  be  true  and,  of  coui*se,  you  open  wide  the 
door  to  the  fact  that  the  fellow  in  Connecticut  who  has  already  de- 
veloped his  stream  up  there  would  not  have  to  pay  it,  would  not  be 
subject  to  this  condition,  while  somebody  out  on  the  Missouri  River 
would. 

The  Chairman.  Now,  if  the  Government  should  take  over  a  piece 
of  property  improved  under  this  law  at  the  end  of  50  years,  taKe  it 
over  and  pay  for  it,  would  it  be  necessary  to  acquire,  unaer  the  condi- 
tions that  exist,  these  other  privately  owned  companies  in  the  State  ? 
If  the  Government  could  not  go  into  the  same  business  that  the 
licensee  did  go  into,  it  is  handicapped,  and  therefore  would  simply 
have  to  lease  out  this  power  to  those  from  whom  it  could  get  the  best 
returns,  because  if  you  undertake  to  operate  it  a;--  a  Government  prop- 
erty, and  if  your  current  for  manufacturing — the  theory  of  Govern- 
ment operation  is  to  do  it  at  cost,  and  therefore  the  Government 
could  not  make  any  profit  on  it  at  all,  and  if  it  went  into  the  profit- 
making  business  it  would  be  competing  with  these  other  properties 
which  are  taxed  and  subject  to  all  regulations  of  the  State  and  the 
National  Government ;  therefore  it  seems  to  me  it  is  almost  useless  to 
think  about  the  recapture  provision  in  the  bill  ever  being  exercised, 
because  I  do  not  believe  a  Congress  will  ever  exist  that  will  appropri- 
ate money  out  of  the  Treasury  from  public  taxation  to  buy  a  water 
?ower  to  operate  in  competition  with  privately  owned  water  powers, 
'hey  would  fight  it  to  the  death,  and  whose  States  send  Members  to 
the  House  and  the  Senate.  Now,  don't  you  think  that  is  rather  a 
practical  way  to  look  at  it? 

Mr.  EIelley.  I  rather  think  it  is,  and  my  own  view  about  it  is  I 
don't  think  the  Government  ever  should  do  that. 

The  Chairman.  Or  ever  will  take  them  over? 

Mr.  Kelley.  I  do  not  think  the  Government  should  do  it.  I  do 
not  think  it  is  the  province  of  the  Government  to  come  into  competi- 
tion with  citizens  m  private  business. 

The  Chairman.  Then,  why  make  so  much  noise  about  a  recapture 
clause  that  will  never  be  exercised  ? 

Mr.  Kelley.  I  have  asked  that  question  of  others  fpr  10  years.  On 
the  other  hand,  why  not  simply  put  in  the  bill  that  if  it  does  want  to 
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do  it,  it  will  give  you  just  compensation;  and  that  puts  the  man  tak- 
ing a  license  out  under  this  bill  on  the  same  footing  as  John  Jones 
do^Ti  the  stream,  who  has  a  grant  to  his  land  and  who  is  operating 
under  it,  because  the  Government  can  take  one  if  it  can  take  the 
other. 

The  Chairman.  The  gentlemen  who  want  to  improve  navigable 
rivers  in  a  way  that  will  furnish  very  profitable  investments  for  them- 
selves, I  do  not  think  ought  to  have  all  possible  advantages  of  such  an 
opportunity  with  none  of  the  risks. 

Mr.  Lee.  Mr.  Kelley,  somewhere  in  your  remarks  when  you  come 
to  correct  them  will  you  put  in  the  anu)unt  necessary,  what  per  cent 
i?  necessary  to  retire  bonds  in  50  years? 

Mr.  Kellet.  At  what  rat€? 

Mr  Lee.  Well,  at  whatever  rate  is  necessary. 

Mr.  Kelley.  Of  course,  it  depends  on  whether  they  are  6  per  cent 
or  7  per  cent  or  8  per  cent. 

Mr.  Lee.  Say  a  million-dollar  proposition  at  6  per  cent,  if  you 
think  that  per  cent  would  be  fair,  or  perhaps  a  lower  per  cent. 

Mr.  Kelley.  I  can  furnish  that. 

Mr.  Lee.  The  question  has  been  asked  several  times,  and  I  would 
like  to  have  you  put  that  in. 

The  CiFAiRMAN.  Would  you  like  to  ask  the  witness  some  questions, 
Miss  Bankin? 

Miss  Bankin.  Yes;  T  would  like  to  ask  Mr.  Kelley  this  question: 
Several  witnesses  here  before  the  committee  have  testified  in  such  a 
way  that  it  would  lead  one  to  believe  that  it  would  really  be  better 
for  the  Government  to  subsidize  these  water  powers  that  could  not 
make  anything  as  water  powers.  I  wanted  to  know  if  that  was 
your  experience  in  Montana,  or  whether  it  was  a  money-making 
proposition  to  develop  water  power? 

Mr.  Kelley.  Yes;  it  has  been  very  satisfactory,  Miss  Bankin.  I 
<lo  not  know  what  the  testimonv  was,  but  in  Montiina  so  far  it  has 
been  a  profitable  undertaking — reasonably  so. 

Miss  Bankin.  You  have  been  able  to  get  the  money  to  put  into  the 
propositions  to  be  developed  ? 

Mr.  Kelley.  Yes;  because  of  one  fact,  I  think,  which  controls  that 
situation.  The  power  development  at  Great  Falls,  aggregating  about 
150,000  horsepower  out  of  the  total  amount  developed  and  controlled 
by  the  Montana  Power  Co.,  rest  upon  grants,  patents  that  were  issued 
30  years  ago  by  the  United  States  Government;  and  as  to  those  de- 
velopments the  Great  Falls  Power  Co.  is  the  owner  in  perpetuity. 
It  has  a  fee  simple  title,  and  so  far  the  security  furnished  by  that 
part  of  our  property  which  was  owned  in  fee  simple  and  to  which 
the  Government  has  had  no  claim  at  all  has  been  sufficient  to  carry 
the  other  part  of  it,  and  we  have  been  able  to  secure  money  largely 
because  of  that  condition.  We  have  ample  security  in  fee  simple 
titles  behind  every  dollar  of  bonds  issued  by  the  Montana  Power 
Co.,  without  taking  Government  land  projects  into  consideration. 

Miss  Bankin.  In  answering  Mr.  Esch's  question  you  said  there 
was  no  direct  relation  between  the  Montana  Power  Co.  and  the 
Chicago,  Milwaukee  &  St.  Paul  Bailroad,  except  in  one  instance.  Is 
there  any  connection  between  the  Montana  Power  Co.  and  the  Ana- 
^•onda  Copper  Mining  Co.? 
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Mr.  Kelley.  You  mean  in  ownership? 

Miss  Rankin.  Yes. 

Mr.  Kelley.  Not  the  slightest. 

Miss  Rankin.  In  the  directorate? 

Mr.  Kelley.  In  the  directorate;  yes. 

Miss  Rankin.  Is  there  between  the  directorate  of  the  Anaconda 
Copper  Mining  Co.  and  the  Chicago,  Milwaukee  &  St.  Paul  Rail- 
road? 

Mr.  Kelley.  I  think  that  there  arc  two  directors  of  the  Anaconda 
Co.  who  are  also  directors  of  the  St.  Paul  Railway.  And  I  think 
that  there  is  one  director  of  the  St.  Paul  Railway  and  one  director 
of  the  Anaconda  Copper  Co.  who  is  also  a  director  of  the  Montana 
Power  Co. 

Miss  Rankin.  And  there  is  a  great  deal  of  community  interest  in 
that  the  greatest  consumer — the  greatest  purchaser — of  power  of 
the  Montana  Power  Co.  is  either  the  railroad  or  the  mining  com- 
pany ? 

Mr.  Kelley.  The  Anaconda  Co.  is  the  largest  consumer  of  power 
in  Montana,  yes;  and  is  the  largest  customer  of  the  Montana 
Power  Co. 

Miss  Rankin.  That  is  all. 

Mr.  Raker.  Right  in  that  connection,  by  reason  of  the  large 
amount  of  power  furnished  the  Milwaukee  &  St.  Paul  Railroad 
and  the  Anaconda  Copper  Co.,  are  there  other  demands  upon  the 
company  for  its  power,  such  as  smaller  mining  concerns  and  irriga- 
tion enterprises  and  cities  and  individuals? 

Mr.  Kelley.  Yes,  sir. 

Mr.  Raker.  What  has  been  the  attitude  of  the  Montana  Power 
Co — what  has  been  the  situation  relative  to  furnishing  these  other 
customers  with  all  the  power  they  wanted  and  at  a  price  that  has 
been  satisfactory  to  them? 

Mr.  Kelley.  The  Montana  Power  Co.  has  aimed,  by  progressive 
development,  to  keep  ahead  of  its  power  requirements  on  the  one 
hand  and  by  progressive  development  to  create  new  uses  for  power 
on  the  other.  There  is  no  customer,  there  is  no  applicant  for  power 
in  the  State  of  Montana  that  can  not  now  be  adequately  served. 
The  best  commentary  on  its  rates  for  service  is  that  in  over  six  or 
eight  years  I  have  never  heard  a  formal  complaint  against  the 
rates;  and  Prof.  Meyer,  of  California,  who  is  an  authority  upon  the 
subject,  has  held  it  up,  so  far  as  rates  are  concerned,  as  one  of  the 
fairest  companies  in  the  United  States.  The  result  has  been  that 
there  is  more  power  developed  per  capita  of  population  in  the  State 
of  Montana  than  any  other  place  in  the  United  States,  and  that  the 
rate  obtained  per  kilowatt  for  power  in  the  State  of  Montana  is  less, 
I  believe,  than  obtained  in  any  part  of  the  United  States. 

Mr.  Raker.  And  that  has  been  accomplished  to  the  interests  of  the 
consumer,  without  an  overburdensome  charge,  as  well  as  without 
general  Federal  regulations? 

Mr.  Kelley.  That  has  been  accomplished  principally  by  reason 
of  the  fact  that  there  were  170,000  horsepower  controlled  by  this 
company,  which  it  owns  absolutely. 

Mr.  Raker.  Has  there  been  any  complaint  in  the  surrounding  ter- 
ritory, so  far  as  you  can  reach,  or  in  Montana,  that  you  do  not  sup- 
ply it  with  power  when  they  want  it? 
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Mr.  Kelleit.  I  never  heard  of  any. 

Mr.  Raker.  I  mean  that  you  do  not  extend  your  lines? 

Mr.  K^LLEY.  No,  sir ;  I  have  not  heard  of  that. 

Mr.  Kaker.  Do  you  get  any  other  revenue  out  of  your  concern 
except  for  the  power?    Do  you  deliver  water  for  irrigation? 

Mr.  KELUiY.  Yes,  sir;  the  Montana  Power  Co.  has  developed, 
through  a  subsidiary  company,  the  Montana  Beservoir  &  Irrigation 
Co.,  a  considerable  business  in  irrigating  arid  lands.  Our  policy  in 
that  respect  is  this :  The  irrigation  season  comes  at  a  time  of  surplus 
water,  and  any  revenue  from  surplus  water  is  better  than  no  revenue; 
and  we  have  done  what  we  could  to  develop  irrigation  projects  on 
that  theory. 

Mr.  Raker.  Isn't  it  a  fact  that  in  practically  all  of  the  projects 
that  are  now  in  operation,  and  those  that  could  become  so  in  the 
intermountain  States,  those  on  the  east  side  of  the  slope,  those  in 
the  intermountain  States,  and  those  on  the  Pacific  slope,  in  addition 
to  the  water  power,  a  primal  consideration  is  the  question  of  con- 
servation of  water  and  using  it  for  irrigation  ? 

Mr.  Kelley.  If  I  understand  your  question,  yes ;  I  think  so. 

Mr.  Raker.  And  this  legislation  should  keep  that  in  view,  as  well 
as  the  power  projects? 

Mr.  Kelley.  Well,  yes;  of  course,  all  these  things  dovetail.  You 
can  not  do  the  whole  job  at  once.  I  should  say  the  thing  to  do  is 
to  do  the  most  necessary  thing  first.  Every  wat^r-power  develop- 
ment is  a  conservation  of  water.  Every  storage  dam  that  you  build, 
whether  you  build  it  primarily  for  irrigation  or  primarily  for  power, 
helps  to  conserve  water.    It  regulates  the  flow. 

Mr.  Raker.  Thta's  all. 

Mr.  Hauoen.  Mr.  Kelley,  a  number  of  statements  here  would  lead 
one  to  believe  that  the  water-power  development  is  not  a  profitable 
proposition;  that  it  is  possibly  an  elusive  proposition.  Would  you 
mind  stating  what  the  profits  have  been  and  what  your  experienc3 
has  been  with  profits. 

Mr.  Kelley.  You  can  not  say  that  any  business  is  of  itself  profit 
making  or  losing,  because  of  the  character  to  which  it  belongs. 

Mr.  Haugen.  I  understand  that. 

Mr.  Kelley.  All  of  the  elements  that  go  into  the  business — favor- 
able location,  development  of  markets,  and  all  of  those  things — are 
factors  which  make  for  the  success  or  failure  of  a  business.  Now, 
you  might  have  just  as  much  power  developed  as  the  Montana  Power 
Co.  has  in  some  place  where  you  could  not  sell  it,  and  it  would  be  a 
tremendous  liability.  But  if  you  can  sell  as  much  power  as  you 
have  developed  and  if  you  can  develop  as  much  power  as  you  can 
create  a  market  for,  and  you  can  get  a  fair  rate,  you  are  going  to 
have  a  money-making  busmess.  Those  are  the  factors  you  have  got 
to  work  out. 

Mr.  Haugen.  I  appreciate  that;  but  could  you  give  a  range  of 
profits  from  the  highest  to  the  lowest  and  what  the  general  profit 
IS  also? 

Mr.  Kelley.  I  could  not  give  that  offhand.  The  Montana  Power 
Co. — do  you  ask  concretely  or  generally? 

Mr.  Haugen.  Generally. 

Mr.  Kelley.  I  haven't  any  idea  about  it. 
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Mr.  Haugen.  Well,  whatever  your  experience  or  knowledge  may 
be,  I  understand  that  you  are  operating  a  number  of  project& 

Mr.  Kelley.  I  am  counsel  for  a  number  of  plants. 

Mr.  Haugen.  Well,  are  you  familiar  with  the  profits  made  by 
them  ? 

Mr.  Keuuet.  I  haven't  them  in  mind.  In  a  general  way,  I  think 
I  am. 

Mr.  Haugen.  Well,  how  do  the  profits  compare  with  other  invest- 
ments? What  per  cint  of  dividends  do  they  pay,  5  per  cent  or  10 
per  cent? 

Mr.  Kelley.  I  don't  know  of  any  water-power  proposition  in  the 
United  States  that  is  paying  what  might  be  termed  an  exceedingly 
high  profit.  I  don't  know  of  any  power  proposition  in  the  Unit^ 
States  that  is  paying  more  than  a  lair  return.  And  by  fair  retun 
I  mean  the  amount  of  money  which  placed  with  as  much  care  and 
prudence  in  some  other  line  of  investment  would  return  an  equally 
nigh  rate  of  interest. 

Mr.  Taylor.  What  per  cent  are  they  making? 

Mr.  Kelley.  I  don't  know.  I  know  from  hearsay  the  statements 
that  have  been  made  around  committees  that  most — I  think  that 
most  power  companies  are  like  most  other  public  utilities,  they  have 
to  go  through  reorganization  once  or  twice  and  wipe  out  a  certain 
amount  of  the  investment  before  thev  finally  make  any  money.  I 
think  that  is  the  experience  generally  of  people  in  that  busmes& 
And  water-power  securities  under  the  best  conmtions  are  not  looked 
upon  favorably,  and  they  are  not  a  desirable  commodity,  and  you 
have  to  offer  attractive  rates  to  bankers  to  get  them  placed  at  all. 

Mr.  Haugfn.  Can  you  approximate  the  profits  in  percentage? 

Mr.  Kelley.  I  don't  know  of  any  water-power  company  that  is 
paying  over  5  per  cent. 

Mr.  Haugen.  In  dividends? 

Mr.  Kelley.  In  dividends. 

Mr.  Haugen.  Does  that  represent  actual  investment? 

Mr.  Kelley.  Some  of  it  represents  actual  investment. 

Mr.  Haugen.  Or  common  stock  that  does  not  represent  any  ia- 
vestment  ? 

Mr.  Kelley.  As  a  rule,  I  think  that  common  stock  has  in  it  more 
or  less  water.  And  I  do  not  know  that  you  would  care  or  be  inter- 
ested in  my  view  on  that,  but  I  am  not  one  of  those  who  have 

Mr.  Haugen  (interposing).  The  only  thing  that  I  thought  was 
simply  to  ^t  at  the  profits  made,  in  order  to  make  a  comparison 
with  other  investments. 

Mr.  Kelley.  My  view  about  it  is  that  in  any  business  ent^erprise 
you  must  reward  something  more  than  naked  cash  that  is  put  in. 

Mr.  Ferris.  Are  you  going  to  be  in  the  city  for  a  day  or  two? 

Mr.  KELLEr.  I  had  a  ticket  on  the  4  o'clock  train,  but  my  train  is 
gone. 

Mr.  Ferris.  Are  you  coming  back  to  this  hearing? 

Mr.  Kelley.  I  am  subject  to  the  call  of  the  committee. 

Mr.  Ferris.  But  had  you  intended  to  leave  the  cky  to-n^ght? 

Mr.  Kelley.  Yes,  sir. 

Mr.  Ferris.  You  will  not  be  here  to-morrow  ? 

Mr.  Kelley.  Not  unless  you  wish  me  to  stay. 
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Mr.  FiXRis.  Well,  I  might  want  to  ask  another  question  or  two 
later. 

The  Chairman.  Mr.  Stuart^  of  the  Fuel  Administration,  is  here, 
and  he  will  have  to  leave  the  city  to-night,  and  it  has  been  asked  that 
he  be  heard,  and,  under  the  circumstances,  being  a  public  official,  I 
feel  that  he  ought  to  be  given  that  privilege.  Mr.  Stuart,  we  will 
hear  what  you  have  to  say  now. 


STATEMENT  OF  CHARLES  E.  STUABT,  TECHNICAL  REPBESENTA- 
TIVE  OF  THE  TTNITED  STATES  FUEL  ADMINISTRATION,  WASH- 
INOTON,  D.  C. 

Mr.  Stuart.  The  coal  problem  is  one  which  calls  for  effective  con- 
servation measures  to  prevent  continued  shortage  of  coal  during  the 
next  12  months.  To  avoid  or  alleviate  this  shortage  three  alterna- 
tives are  possible.    These  are  briefly  as  follows : 

1.  Direct  curtailment  of  consumption  of  fuel. 

2.  Increased  efficiency  in  the  use  of  fuel. 

3.  Replacement  of  fuel  power  by  other  power. 

Under  the  conditions  existing  during  last  January  the  first  alterna- 
tive was  the  only  practical  resort.  Every  effort  is  being  made  by 
the  Fuel  Administration,  however,  to  avoid  the  necessity  of  similar 
recourse  to  this  alternative  in  the  future  by  securing  increased 
efficiency  in  the  use  of  fuel  and,  of  couree,  power,  and  through  the 
replacement  of  fuel  by  other  power. 

At  the  present  time  the  efforts  of  the  Fuel  Administration  along 
the  lines  of  the  first  alternative  are  directed  largely  toward  the  cur- 
tailment of  nonessentials.  Its  efforts  toward  securing  increased  effici- 
ency in  the  use  of  fuel  may  be  divided,  first,  into  those  for  securing 
the  increased  efficiency  in  combustion  and  in  steam  application  and  in 
heating  and  in  power  plants  of  all  kinds;  and,  second,  into  those  for 
securing  increased  economy  through  greater  centralization  in  the 
production  of  electric  power.  This  latter  method  depends  for  its 
results  upon  the  fact  that  the  average  small  isolated  plant  will  con- 
sun)e  from  6  to  10  pounds  of  coal  per  kilowatt  hour,  whereas  the  con- 
sumption of  the  average  central  station  will  usually  range  from  2| 
to  5  pounds  of  coal  per  kilowatt  hour. 

The  work  of  conserving  fuel  by  the  centralization  of  power  is 
handicapped  in  some  localities,  such  as  Philadelphia  and  Pittsburgh, 
by  the  feet  that  the  central  stations  are  already  fully  loaded  and  are 
thus  not  able  to  carry  an  increased  load  which  would  result  from  the 
addition  of  the  loads  now  carried  by  isolated  plants.  In  such  cases 
there  is  sometimes  an  additional  method  of  securing  results  by  inter- 
connecting power  stations.  Owing  to  the  fact  that  the  maximum 
loads  on  diflferent  stations  usually  occur  at  different  hours,  two  plants 
if  interconnected  can  usually  suppljr  a  greater  output  than  if  oper- 
ated separately.  It  may  be  stated  m  respect  to  these  localities  that 
the  question  of  conserving  fuel  is  secondary  to  that  of  conserving 
loads  of  vitally  important  war  material  manufacturing  plants.  To 
do  either  in  those  sections  which  are  short  of  power  it  will  obviously 
be  the  case  of  enlarging  central  stations,  building  isolated  stations  to 
handle  individual  loads,  or  through  a  third  means,  namely,  the  inter- 
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connection  of  power  systems.  The  building  of  isolated  stations 
should  be  absolutely  discouraged,  as  a  g^eral  rule,  to  which  we  con- 
sider there  are  important  exceptions.  The  rule  is  based  on  the  fact 
that  the  money  spent  in  constructing  isolated  stations  will  usually 
develop  a  far  greater  generating  capacity  where  used  in  the  enlarge- 
ment of  existing  modem  generating  plants.  The  interconnection  of 
power  systems  possesses  far  greater  merit  than  does  the  enlargement 
of  existing  plants.  Greater  use  is  made  of  the  equipment  already 
installed.  The  cost  of  interconnecting  for  increased  capacity  should 
be  less,  the  class  of  material  and  of  labor  required  to  effect  inter- 
connection is  less  competitive  with  war-material  requirements,  both 
as  regards  character  of  material  used  and  as  regards  labor  require- 
ments. The  average  load  factor,  which  in  this  case  means  a  ratio  of 
average  load  to  maximum  load  of  the  pl<^nt  of  the  United  States, 
probably  does  not  exceed  25-  per  cent.  This  means  that  during  cer- 
tain hours  of  the  day  a  large  part  of  the  capacity  of  the  central  sta- 
tions of  the  country  is  not  used.  The  exact  meaning  of  this  has  been 
indicated  elsewhere  by  Mr.  Merrill  in  the  form  of  charts  and  dia- 
grams. 

In  reference  to  this  subject,  it  is  our  prime  object  to  lay  emphasis 
on  this  fact  and  on  the  means  by  which  relief  can  be  had  expedi- 
tiously, and  that  is  by  the  interconnection  of  power  systems.  Such 
interconnection  through  the  diversity  of  load  carried  by  different 
stations,  technically  termed  diversity  factor,  will  render  available 
considerable  quantities  of  power  and  at  a  cost  which  would  be  negli- 
gible as  compared  with  building  new  central-station  plants  or  of 
increasing  the  capacity  of  those  stations  already  built.  At  the  same 
time  we  do  not  want  to  undersetimate  either  the  cost  or  the  diflScul- 
ties  incident  to  the  interconnections.  There  will  usually  be  an 
amount  of  expenditure  involved  which  under  the  conditions  result- 
ing from  our  war-finance  requirements  would  either  represent  a  bur- 
den which  the  central  stations  can  not  under  present  circumstances 
carry  or  else  would  necessitate  Government  aid  m  such  financing  that 
would  be  impossible  or  would  conflict  with  the  efforts  of  the  Govern- 
ment. 

It  may  be  observed  with  respect  to  this  question  of  interconnection 
that  the  West  has  already  gone  a  great  deal  further  than  the  East. 
This  fact  has  been  clearly  developed  by  Mr.  Merrill,  particularly  in 
the  case  of  California.  The  opnortunity  for  interconnections  in  the 
East  is  equal  to  that  which  in  tne  past  has  existed  in  the  West,  and 
the  necessity  of  such  interconnections  to-day  is  far  greater  than  that 
which  existed  in  the  West. 

There  is  a  third  alternative  which  is  a  question  of  replacing  fuel 
power  by  other  power.  In  the  case  of  the  hydroelectric  development 
such  replacement  would,  of  course,  give  a  maximum  saving  of  fuel, 
but  only  at  a  maximum  expenditure  of  capital  where  it  means  the 
constructing  of  new  works.  It  is  questionable  whether  a  great  deal 
of  saving  as  the  result  of  the  construction  of  new  works  will  be  pos- 
sible while  the  war  lasts.  In  fact,  it  is  doubtful  whether  great  outlays 
in  such  directions  will  be  wise  in  view  of  the  fact  that  such  expendi- 
ture would  conflict  with  other  work  of  more  vital  character  to  the 
conduct  of  the  war.  On  the  other  hand,  there  exists  in  other  fields  the 
possibility  of  enlargement  of  plants  now  operating.    For  example. 
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750,000  barrels  of  fuel  oil  are  being  consumed  yearly  by  auxiliary 
steam  plants  serving  the  city  of  Los  Angeles,  Cal,  and  adjacent  ter- 
titory.  The  city  of  Los  Angeles  owns  a  hydroelectric  system  which 
furnishes  the  bulk  of  the  power  requirements,  the  deficiency  being 
made  up  by  the  auxiliary  steam  plants.  The  hydroelectric  develop- 
ment is  capable  of  enlargement  simply  by  the  increase  of  additional 
generating  machinery  and  transmission  lines.  Thus  at  a  relatively 
small  cost  this  fuel  consumption  could  be  saved;  or,  conversely,  a 
considerable  additional  generating  capacity  would  be  developed. 
There  are  many  examples  throughout  the  country  corresponding  to 
the  Los  Angeles  situation^ 

Coming  to  the  question  of  aid  which  the  Government  could  most 
advantageously  extend,  we  believe  as  follows : 

First.  Assistance  should  be  rendered  the  power  svstems  wherever 
interconnections  may  be  deemed  practicable  and  advisable. 

Second.  Financial  aid  should  be  rendered  for  the  enlargement  of 
central  station  systems  wherever  such  need  is  deemed  essential,  in 
order  to  produce  increased  power,  radical  fuel  saving,  or  where  there 
will  be  obviated  what  practically  amounts  to  a  duplication  of  invest- 
ment in  the  case  of  the  construction  of  isolated  plants  at  this  time. 

Third.  There  should  be  the  necessary  help  to  enable  a  complete 
systematization  of  the  power  situation  of  the  entire  country.  Dupli- 
cation of  investment  should  be  rendered  impossible  as  a  measure  of 
conservation,  not  only  of  capital  but  also  of  materials,  labor,  and  of 
fuel.  There  should  be  at  some  centralized  point,  such  as  Washington, 
a  complete  perspective  of  the  entire  power  situation,  which  would 
prevent  any  of  the  now  recognized  errors  and  abuses  such  as  exist  in 
the  duplication  of  investment,  fuel  wastage,  etc. 

The  Chairman.  Does  any  member  of  the  committee  desire  to  ask 
Mr.  Stuart  any  questions?  If  not,  we  are  very  much  obliged  to  you, 
Mr.  Stuart. 

Mr.  Harris,  you  may  proceed  now, 

STATEMENT  OF  MB.  JOHN  J.  HABBIS — ^Besumed. 

Mr.  Harris.  The  thing  that  I  wanted  to  give  the  committee  is  an 
idea  of  the  volume  of  work  required  to  work  up  a  water  power,  and 
in  that  connection  I  have  here  some  of  the  engineering  data  that 
was  gathered  and  which  is  the  most  essential,  but  while  I  have  it 
here  I  would  like  to  give  a  little  description  regarding  it. 

The  project  in  which  we  are  engaged  comprises  68  miles  of  rail- 
way through  an  agricultural  valley.  About  70,000  acres  of  it  are 
already  irrigated^  and  the  construction  of  a  high  dam  at  the  mouth 
of  our  canyon  will  develop,  on  a  load  factor  of  about  50  per  cent, 
over  200,000  horsepower,  figuring  an  efficiency  of  about  80  per  cent 
to  the  turbine.  That  would  be  estimated  power  for  the  year  around. 
The  dam  would  serve  not  only  the  power  feature  but  additional  irri- 
gation to  the  ultimate  extent  of  about  110,000  acres,  about  70,000 
acres  of  which  would  be  irrigated  by  gravity  and  th<»  other  40,000 
acres  ultimately  by  electric  lifts. 

I  pointed  out  the  fact  yesterday  that  the  United  States  Reclama- 
tion Service  in  1904  made  a  survey  of  the  irrigation  feature  of  the 
project.    At  that  time  they  figured  on  irrigating  45,000  acres.    The 
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estimate  that  was  made  for  the  construction  of  that  irrigation 
works  was  $45  per  acre.  Under  our  plan  this  irrigation  construction 
will  cost  a  little  over  $13  an  acre.  It  is  not  due,  however,  to  the  in- 
efficiency of  the  Government  work  or  errors  in  its  estimates.  In  oiir 
case  we  charge  but  a  small  part  of  the  irrigation  cost  to  the  construc- 
tion of  the  dam ;  the  main  cost  of  the  dam  is  charged  up  to  the  power 
feature,  while  in  the  Government  plan  there  was  no  power  feature 
to  charge  it  to.  I  merely  mention  that  to  give  you  an  idea  of  how 
essential  it  is  to  keep  the  railroad  project,  the  power  project,  and  the 
irrigation  project  tied  together,  and  how  essential  it  is  that  in  legis- 
lating on  this  power  proposition  you  can  not  entirely  ignore  the  other 
features. 

I  make  special  reference  to  this  with  regard  to  the  change  in  the 
bill  that  I  requested  in,  I  think,  section  5,  where  the  permittee  can 
have  a  maximum  time  of  three  years.  I  think  that  is  too  short  for 
a  project  of  such  magnitude  in  which  to  work  up  the  preliminary 
data. 

This  merely  gives  an  idea  of  the  surveys  necessary  at  the  dam  site 
to  determine  the  volume  necessary  for  the  dam  of  the  project  [indi- 
cating map]. 

In  this  case  here  it  is  estimated  that  about  1,500,000  cubic  yards  of 
concrete  will  be  necessary. 

This  map  gives  an  idea  of  the  borings  that  were  made  to  test  the 
foundation  to  a  maximum  depth  of  140  feet  fshowina;  sample  of  rock 
from  borings].  In  our  case  we  were  fortunate,  as  I  said  yesterday, 
in  locating  a  location  for  a  dam  site  at  the  point  first  designate 
without  goinj^  to  any  extra  test  borings.  This  will  give  an  idea  of 
the  kind  of  foundation  we  have  there.  We  struck  that  rock  about 
5  feet  from  the  bottom  of  the  channel.  The  work  is  done  through 
diamond-drill  process,  and  is  of  course  expensive.  I  think  that 
work  alone  cost  in  the  neighborhood  of  $10,000. 

The  other  points  shown  here  on  the  map — this  is  the  location  of 
the  dam  here  [indicating].  This  is  the  mouth  of  the  cpnyon,  a  dis- 
tance of  five-eighths  of  a  mile  from  the  dam  site;  and  this  is  the 
tunnel  for  diversion  of  the  w^ter  during  construction  of  the  dam. 
The  canyon  affords  a  very  fine  opportunity  there  for  that  work. 

This  sheet  merely  gives  the  hydrographs  of  the  river  as  taken  from 
the  Government  reports  for  12  years.  It  is  worked  up  so  the  aver- 
age storage  can  be  figured  out,  and  so  on. 

This  map  is  a  sample  of,  I  think,  about  30  that  were  made  in  order 
to  file  the  project  with  the  Government,  and  then  that  was  dupli- 
cated three  or  four  times,  I  think. 

The  surveys  through  the  canyon,  comprising  57  miles,  were  mapped 
out  on  a  scale  of  100  feet  to  the  inch.  Contour  lines  were  made  every 
5  feet  from  the  elevation  at  the  water  line  to  450  feet  above,  so  that 
the  storage  could  be  approximated  very  accurately — and  the  storage 
is  the  prime  factor  in  deciding  what  power  is  available  at  this  point.. 
It  is  a  peculiar  thing  that  the  higher  the  structure  of  the  dam  would 
be  in  this  case  the  cheaper  would  be  the  power  cost. 

The  map  here  is  illustrative  merely  of  about  the  size  of  the  struc- 
ture as  planned,  and  which  has  been  O.  K.'d  by  such  engineers  as 
Gen.  Goethals  and  Mr.  Cooper— Hugh  L.  Cooper,  of  New  York, 

The  base  here  of  the  dam  [indicating  on  map]  would  be  323  feet 
in  thickness.    The  height  would  be  418  feet,  figured  at  a  depth  in 


WATFR  POWEB,  325 

the  channel  of  20  feet,  and  the  length  of  the  top  would  be  1,300  feet, 
•nd  the  width  at  the  top  would  be  18  feet.  This  gives  our  storage 
l^n^res  on  each  of  the  different  sections. 

I  think  there  were  50  maps  that  were  drawn  up  on  a  scale  of  100 
feet  to  the  inch  and  then  reauced,  so  that  we  could  work  this  up  first 
and  then  from  this  determine  where  the  dam  was  to  go  after  the  test 
bcmngs  were  made,  and  also  what  height  of  dam  would  be  most 
proper. 

I  just  wanted  to  use  this  as  an  illustration  [indicating].  The 
80,000,000,000  cubic  feet  that  would  be  stored  would  be  on  the  top  of 
tile  reservoir.  The  storage  runs  about  in  that  line  [indicating].  It 
^ows  about  the  proportion  in  which  it  increases  as  you  get  to  the 
bi^er  elevations. 

This  table  here  gives  in  concrete  form  the  complete  analysis  of  all 
the  work,  all  the  test  borings,  the  engineering  data,  and  everything 
necessary  to  finance  the  project.  Here  we  have,  for  instance,  the 
height  of  dam.  There  are  about  25  different  elevations  figured  out 
liere,  in  order  to  get  an  idea  of  which  would  be  the  most  economic 
height.  For  instance,  here  on  a  480-foot  structure,  with  a  variable 
head  of  160  feet  and  an  effective  head  of  about  320  feet,  the  power 
that  would  be  developed  on  an  efficiency  of  80  per  cent  at  the  turbines 
and  on  a  load  factor  of  50  per  cent  would  be  over  200,000  horse- 
power. On  each  elevation  of  5  feet  above  350  feet  we  have  got  esti- 
mates for  the  volume  of  material  required  in  the  dam,  the  effective 
head,  the  cost,  and  so  on,  and  the  cost  per  horsepower.  Of  course, 
these  estimates  were  made  previoiis  to  the  war,  and  they  would  be 
increased  probably  as  much  in  some  instances  as  30  and  50  per  cent; 
insomeinLncesKardlyany., 

I  will  try  to  give  yon  an  idea  of  the  cost  per  horsepower  on  the 
entire  plant,  if  I  can  locate  the  chart.  I  can  not  locate  it  immediately 
here,  but,  as  I  recall  it,  it  is  about  $55  per  horsepower  on  a  load  factor 
of  60  per  cent. 

Now,  there  are  just  a  few  more  points  that  I  wanted  to  call  to  the 
attention  of  the  committee.  The  general  opinion  prevailing  in  the 
country  is  that  natural  waterfalls  make  for  the  most  economic  power 
development.  This  opinion  seems  to  be  somewhat  erroneous  when  we 
consider  that  the  natural  falls  lack  in  storage,  which  is  so  essential  in 
bringing  together  minimum  and  maximum  flows  of  a  stream  to  an 
average  flow  throughout  the  year  and  thereby  increasing  the  mini- 
mum power  development,  as  m  our  plan,  about  300  per  cent.  That 
would  be  about  the  increase  on  account  of  our  storage  over  and  above 
fi  plan  where  we  would  have  no  storage. 

1  recall  reading  back  in  the  vear  1907  where  the  Niagara  Falls 
power  output  was  very  much  recfuced  at  a  period  in  the  winter  when 
the  water  in  the  lake  above  the  Falls  was  retarded  in  its  flow  by 
lieavy  freezing  and  the  converging  of  water  into  the  ice.  I  just  re- 
called reading  that  in  the  papers  at  the  time. 

I  want  to  conclude  by  saying  that  if  incidentally,  through  the  con- 
struction of  one  power  and  irrigation  plant,  complete  flood  control 
can  be  obtained  over  21,000  square  miles  of  drainage  area  at  a  cost  of 
^0,000,000,  what  would  be  the  result  on  the  flo^  situation  in  the 
Missouri  and  Mississippi  Valleys  if  capital  is  by  law  encouraged  to 
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build  10  such  plants  at  the  headwaters  of  these  streams?  That,  gen- 
tlemen, is  about  all  I  have  to  say,  with  the  exception  that  I  want  to 
thank  the  committee  for  having  given  me  the  privilege  of  appearing 
before  it,  and  I  want  to  heartily  indorse  the  very  able  addresses  made 
by  Mr.  Britton  yesterday  and  the  gentlemen  preceding  him.  I  really 
feel  that  if  the  legislation  as  planned,  with  the  few  amendments  sug- 
gested, were  passed,  there  would  be  a  great  deal  of  development  very 
shortly. 

In  this  summary  of  my  statement  I  desire  to  add  the  following : 

The  increased  capacity  of  all  water-power  plants  located  on  con- 
nected streams  are  eifected  through  the  construction  of  storage  reser- 
voirs and  in  the  proportion  that  the  peak  floods  are  stayed  to  increase 
minimum  flows.  Thus,  by  the  storage  feature  of  our  project,  we  not 
only  increase  our  own  power  output  but  the  output  of  any  plant 
constructed  or  which  may  be  constructed  throughout  the  entire  2,000 
miles  of  connected  waters  to  the  Gulf. 

The  flood  storage  cited  in  the  main  may  be  condensed  as  follows: 

First.  The  development  of  a  power  project  of  great  magnitude  is 
assured  only  by  reason  of  the  economy  in  construction  which  this 
flood  storage  aiBFords,  and  which  would  not  obtain  without  it. 

Second.  The  dam  and  reservoir  will  be  the  base  for  the  construc- 
tion of  irrigation  canals  to  economically  irrigate  approximately 
110,000  acres  of  the  finest  agricultural  land  in  Montana. 

Third.  The  hydroelectric  power  to  be  generated  will  cause  the 
electrification  of  as  much  as  1,500  miles  of  steam  railways,  and  the 
reduction  in  their  cost  of  operation  from  $1,000  to  $3,500  per  mile 
per  year.    To  say  nothing  of  the  attendant  conveniences. 

Fourth.  The  volume  of  sediment  which  is  ordinarily  carried  away 
by  the  peak  floods  of  the  rivers  cited,  to  be  deposited  in  the  bottom 
of  the  2,000  linear  miles  of  more  sluggish  river  channels  below,  cours- 
ing to  the  Gulf  and  impeding  navigation,  would  be  reduced  about 
75  per  cent,  or  to  the  extent  that  the  peak  floods  are  reduced. 

Fifth.  The  river,  not  navigable  on  a  flow  of  1,200  cubic  second- 
feet,  would  have  4,000  cubic  feet  flow  to  make  it  so.  Its  influences 
on  the  larger  rivers  stretching  to  the  sea  would  be  in  proportion  to 
the  increased  and  regulated  volume  it  contributed,  and  all  in  the  aid 
of  navigation,  from  the  head  of  the  reservoir  to  the  Gulf. 

Sixth.  The  reservoir  would  serve  to  hold  until  it  melted  away 
hundreds  of  miles  of  the  rivers  destructive  ice  formed  in  the  winter. 

Annually  we  read  of  floods  destroying  hundreds  of  lives  and  mil- 
lions of  dollars  of  property;  millions  more  of  Government  funds 
are  consumed  in  reconstruction  and  repair. 

When  will  we  benefit  by  the  lessons  taught  by  sad  experience? 
For  years  we  have  been  found  deliberating  over  the  phraseology  and 
royalty  charge  of  so-called  water-power  bills  concerning  mainly  the 
storage  of  water  and  its  aid  to  navigation,  while  floods  upon  floods 
have  been  devastating  over  and  over  again  some  of  the  very  choicest 
lands  on  the  continent.  This  is  especially  true  of  the  Mississippi 
Eiver  Valley  and  the  lower  reaches  of  the  country,  when  these  waters 
might  be  conserved  in  the  highlands,  without  cost  to  the  Grovem- 
ment,  to  the  ever-increased  blessing  of  man  and  the  Nation  in  the 
use  of  irrigating  millions  of  aci*es  more  of  lands  and  the  develop- 
ment, according  to  Government  reports,  of  60,000,000  more  of  elec- 
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trical  horsepower,  which  would  finally  mean  the  saving  and  con- 
serving  of  400,000,000  tons  of  coal  annually  of  the  value  of  $1,000,- 
000,000.  In  view  of  the  above,  what  royalty  might  the  Government 
exact  from  the  consumer  of  water-power  products  to  show  such  a 
saving?  Surely  any  royalty  charged  the  consumer  that  would  come 
near  these  figures  would  be  considered  extortionate  and  absolutely 
impractical ;  but  for  the  sake  of  illustration,  we  will  admit  that  $16 
per  horsepower  could  annually  be  collected.  Then  what  would  be 
the  net  result  ?  The  Government  would  save  the  400,000,000  tons  of 
coal,  but  at  the  expense  of  $1,000,000,000  annually  to  the  consumer, 
who,  in  the  last  analysis,  would  pay  the  bill,  together  with  an  added 
5  per  cent  for  collection  charges,  which  would  simply  be  extortion 
parading  under  the  name  of  conservation. 

Under  the  practical  rules  of  economy  it  would  be  far  more  reason- 
able for  the  Government  to  exact  the  royalty  charge  from  the  con- 
sumer of  coal  than  from  the  consumers  of  water-power  products,  for 
the  fact  remains  that  anything  useful  created  from  wasting  waters 
should  be  encouraged  over  and  above  anything  else  that  by  use  is  con- 
sumed. Water,  if  it  is  not  used,  is  not  only^  wasted  forever  but 
menacingly  it  takes  its  course  to  the  Mississippi  and  all  other  rivers, 
at  times  m  great  volumes  to  the  destruction  of  life  and  property  in  a 
manner  we  read  of  so  much,  while  coal,  if  not  consumed,  still  remains 
a  valuable  asset  to  the  country. 

Can  we  picture  the  attitude  of  the  public  if  we  attempted  to  put  on 
royalty  charge  on  coal  consumed,  as  is  being  contemplated  on 
destructive  waste  waters  stored  for  power  and  irrigation  purposes? 
Undoubtedly  a  change  of  sentiment  would  soon  result. 

The  incomplete  dikes  and  levees  along  the  Mississippi  River  have 
already  cost  the  people  and  the  Nation  $180,000,000.  Some  one  once 
truly  said  that  "  an  ounce  of  prevention  is  worth  a  pound  of  cure." 
Does  it  not  in  this  case  seem  as  though  we  were  using  and  paying 
for  a  pound  of  cure  when  the  ounce  of  prevention  would  serve  us 
better?  It  is  conservatively  estimated  that  when  all  the  waters  in 
the  upper  reaches  of  the  continent  are  harnessed  for  power,  naviga- 
tion, and  irrigation  the  floods  of  the  larger  rivers,  especially,  will  be 
reduced  50  per  cent,  and  this,  too,  with  little  expense  on  the  part  of 
the  Government.  Then,  in  dealing  with  this  question  of  water-power 
legislation,  are  we  not,  in  fact,  directly  treating  with  an  issue,  the 
solution  of  which  would  be  of  much  greater  concern  and  benefit  to 
the  public  than  is  generallv  understood?  Is  it  not  apparent  to  us 
that  here  we  have  a  method  whereby  floods  with  their  destruction  to 
life  and  property  will  be  reduced  and  its  elements  made  to  serve 
mankind  ? 

ROYALTY  A  PENAUZATION. 

In  view  of  the  vast  good  that  woiild  come  to  the  Nation  by  reason 
of  this  conservation,  would  it  not  be  the  height  of  folly  to  penalize 
ourselves  by  charging  a  royalty,  which  can  only  act  as  a  barrier  to 
these  developments?  Surely  the  people  of  the  Missouri  and  the 
Mississippi  Valleys  would  not  desire  legislation  to  impose  burdens 
upon  iJiose  who  would  build  works  that  would,  in  a  measure,  take 
from  them  such  grave  elements  of  destruction,  nor  should  the  people 
of  the  higher  reaches  of  the  continent  desire  to  be  taxed  for  the  water- 
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power  products  they  use,  and  which  are  developed  mainly  by  flood 
or  waste  water. 

The  public  in  general,  I  am  sore  (if  the  situation  was  made  fully 
clear),  would  not  desire  to  stand  in  the  way  of  developments  that 
would  reduce  their  taxes  in  proportion  to  the  reduction  of  the  work 
and  cost  on  river  dikes  and  levees. 

In  all  our  history  no  le^slation  has  been  devised  that  will  do 
more  toward  preventing  floods  and  regulating  the  flow  of  the  water 
to  increase  navigation  than  the  pending  water-power  legislation  if  it 
is  constructively  enacted  into  law. 

The  Chairman.  You  may  proceed  now,  Mr.  Morrison,  if  you  are 
readv. 

STATEMENT  OF  ME.  A.  C.  MOBBISON,  SEFEESEiniHO  THE  ELBC- 
TEO-METALLTJBGICAL  CO.,  NIAOAEA  FALLS,  N.  T. 

Mr.  Morrison.  I  represent  the  Electro-Metallurgical  Co.,  of  Niag- 
ara Falls,  .N.  Y. 

The  Chairman.  I  suppose  now,  Mr.  Morrison,  you  understand 
that  this  committee  has  no  jurisdiction  of  legislation  affecting  bound- 
arv  waters,  which  includes  Niagara  Falls? 

Mr.  Morrison.  I  was  told  so,  Mr.  Chairman,  and  in  a  rather  con- 
vincing way.  My  own  reading  of  the  bill  does  not  make  that  abso- 
lutely clear  to  me,  however.  But,  answering  your  question,  I  will 
say  tnat  I  am  not  addressing  myself  to  the  biU  in  relation  to  Niagara 
Falls  particularly. 

The  Chairman.  You  are  speaking  of  it  with  reference  to  projects 
that  it  will  apply  to? 

Mr.  Morrison.  Projects  that  it  will  apply  to.  The  Electro-Metal- 
lurgical Co.  is  a  large  user  of  hydroelectric  power  as  a  buyer  of 
power,  and  as  such  user  and  such  buyer  it  is  naturally  interested  in 
getting  power  as  cheaply  as  possible,  m  as  large  quantities  as  may  be^ 
and  at  a  steady  price.  That  is,  if  we  enter  into  a  contract  for  the 
purchase  of  power  with  a  producer  of  power,  we  mu3t  be  assured 
Defore  erecting  our  plants  that  so  long  as  that  contract  exists  we  are 
sure  that  the  power  will  be  delivered  by  the  developer  and  that  the 
contract  rate  at  which  the  power  is  purchased  will  remain  perma- 
nent and  in  accordance  with  the  contract. 

In  looking  over  this  bill  we  have  come  to  the  conclusion  that  the 
spirit  of  this  bill  is  the  desire  on  the  part  of  Congress  to  solve,  if  pos- 
sible, the  problem  of  power  development  go  tnat  the  magnificent 
water  powers  of  our  country,  which  have  been  latent  for  a  series  of 
years  because  of  diverse  legislation  and  misunderstandings,  might 
be  brought  into  play.  We  have  been  sharply  brought  to  a  realiza- 
tion of  the  necessity  of  conservation,  and  it  has  been  frequently  said 
that  the  water  powers  are  potential  coal.  Naturally,  the  Govern- 
ment wants  to  develop  these  powers  in  such  a  way  and  with  sudi 
rapidity  that  our  natural  resources  will  be  conserved  and  that  the 
energy  of  falling  water  will  be  turned  into  a  useful  commodity  in- 
stead of  going  to  waste.  We  feel  that  this  bill  goes  far  in  that  direc- 
tion, but  in  looking  over  the  bill  we  note  one  omission,  and  that  is 
that  the  user  of  power,  while  apparently  taken  care  of  by  the  public- 
service  commissions  and  by  protective  measures,  has  not  been  as- 
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sored  during  the  50-year  permit  or  license  period  that  the  rates  upon 
which  he  builds  his  structures  are  to  remain  permanent.  The  hill 
provides  that  as  regards  any  contract  which  is  made  at  a  period  sub- 
sequent to  the  isjsuance  of  the  license  and  which  laps  over  the  50- 
year  period  into  the  future,  that  the  succeeding  company  or  suc- 
ceeding licensee,  or  the  Government  itself,  is  bound  by  the  then  exist- 
ing contracts,  providing  those  contracts  have  been  approved  at  the 
time  of  making,  either  oy  the  Government  and  the  commissions,  or 
by  the  commissions,  if  jurisdiction  rests  there,  becau^  the  Govern- 
ment has  stepped  out.  But  a  close  reading  of  the  bill  seems  to  make 
it  apparent  that  a  user  of  power,  having  gone  into  a  contract,  even 
if  the  power  contract  has  been  approved  by  the  commission,  in  good 
faith  with  the  licensee,  on  which  maybe  the  licensee  has  financed 
his  whole  propojsdtion  and  on  which  the  user  has  certainly  financed 
his  entire  industrial  enterprise,  is  not  protected  as  to  his  rights  or 
rates  for  power  if  his  power  contract  expires  before  tlie  end  of  the 
license  period,  but  is  subjected  to  the  regiilation,  from  time  to  time, 
of  the  commissions,  either  the  State  commissions — ^if  it  is  a  State — 
or  if  the  United  States. 

When  I  state  to  you  what  is  very  frequently — and  in  many  cases  of 
large  power  absolutely  certain — that  the  investment  of  the  user  of 
the  power  is  greater  than  the  investment  of  the  producer  of  the 
power,  it  will  make  it  apparent  that  some  consideration  must  be 
given  to  the  user  as  to  the  permanence  of  contracts.  It  has  been  dem- 
onstrated that  no  money  can  be  raised  in  this  country  for  the  develop- 
ment of  water  power  on  a  revocable  permit  or  a  permit  revocable  at 
will.  Legislation  in  that  direction  has  been  attempted  and  has  met 
with  immediate  protest  or  with  immediate  inaction  on  the  part  of 
power  developers  and  on  the  part  of  bankers. 

Now,  it  may  be  said  with  equal  force  that  a  revocable  permit  ren- 
ders a  prospective  power  development  of  no  value  whatever  to  a 
Prospective  user  of  power,  provided  his  investment  is  to  be  large, 
^ou  provide  in  this  bill  that  the  manufacturer  of  power  shall  be 
compensated  for  his  actual  investment  at  the  close  of  the  license 
period,  but  the  user  of  power  must  amortize  his  plant  within  the  50 
years  or  within  the  terms  of  his  contract,  or  he  may  go  out  of  busi- 
ness. Furthermore,  unless  you  protect  in  the  bill  industrial  users  of 
power  by  making  their  power  contracts,  entered  into  with  the  ap- 
proval of  the  commission  inviolable,  the  rates  fixed  by  the  contracts 
and  on  which  the  success  of  the  entire  industrial  enterprise  was  based 
might  be  increased  by  a  State  commission  and  the  entire  industrial 
investment  lost.  Such  a  possibility  would  operate  to  prevent  indus- 
trial development,  which  is  one  of  the  most  essential  objects  of  power 
production. 

I  doubt  if  it  is  generally  understood  by  Congress  how  nice  are  the 
adjustments  between  a  successful  enterprise  and  an  unsuccessful  one* 
I  do  not  think  that  it  is  fully  realized  by  Congress  that  our  large 
electric-f  urnaoe  industries,  of  which  the  Electro-Metallurgical  Co.  is  a 
^ypc — ^^^  which  by  the  way  is  absolutely  essential  for  the  conduct  of 
the  war  to-day — ^that  such  an  enterprise  is  subject  to  competition  of  a 
most  serious  character,  not  only  in  this  country  but  throughout  the 
warld,  and  that  the  basis  of  that  competition  is  the  ability  to  manu- 
facture cheaper.    If  cheaper  water  power  may  be  obtained  elsewhen» 
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in  the  world  and  the  freight  rates  do  not  equal  the  difference  between 
water-power  cost  abroad  and  water-power  cost  here,  the  manufac- 
turer must  go  abroad  or  go  out  of  business. 

Now,  it  is  very  hard  for  a  producer  of  power  to  go  into  the  finan- 
cial market  to  finance  his  project  unless  he  is  assured  of  an  adequ^ite 
immediate  use  for  the  water  power  he  produces.  It  has  been  brought 
out  here  two  or  three  times  within  the  last  two  or  three  days  that 
the  user  of  power,  the  market  for  power,  is  as  essential  as  the  power 
itself.  They  go  together.  It  therefore  must  be  apparent  that  a 
user  of  power  who  is  called  upon  to  invest,  say,  $10,000,000,  wh»ch 
must  be  amortized  at  the  time  of  the  expiration  of  the  contract,  can 
not  go  into  a  contract  for  the  use  of  that  power  unless  he  is  assured 
that  his  contract  is  inviolable,  provided  it  has  been  approved  by 
the  commissions  at  the  time  it  was  entered  into.  And  on  the  other 
hand,  no  producer  of  power  can  go  into  the  market  unless  he  has  a 
firm  contract  with  the  user  of  power  on  which  he  is  assured  of  an 
adequate  return  for  his  investment  almost  immediately. 

There  is  a  theory  that  water  power  per  se  is  a  valuable  commodity 
and  that  the  turning  of  the  wheels  and  the  production  of  power  imme- 
diately turns  out  profit.  Power  is,  however,  of  no  value  and  can  not 
be  developed  apart  from  its  use  or  without  a  sure  market.  No  us^r 
of  power  can  go  to  any  power  site  without  giving  consideration  to 
many  factors,  tne  location,  accessibility,  freight  cost  of  his  raw  mate- 
rials coming  in,  and  the  freight  cost  and  distribution  facilities  of  his 
finished  product  goins  out;  and  these  heavy  commodity  enterprises, 
of  which  the  Electro-Metallurgical  Co.  is  a  type,  involve  transporta- 
tion of  vast  quantities  of  material. 

Before  the  war  it  was  possible  to  import  heavy  commodities  of 
which  these  ferroalloys  are  types,  and  even  heavier  commodities,  of 
low  ton  values,  for  $2  a  ton  overseas.  It  takes  a  horsepower  a  yenr 
to  make  a  ton  of  many  materials;  therefore  if  water  power  in  Norway 
is  $7  a  ton  and  the  freight  is  $2  a  ton,  then  water-power  value  at  the 
seaboard,  which  is  likely  to  be  an  important  market,  is  $9  a  ton.  Now, 
if  you  are  located  in  the  interior  of  our  country,  where  you  must 
transport  raw  materials  to  and  finished  products  back,  it  may  well 
be  that  the  rail  freight  is  higher,  considerably  higher,  than  the  over- 
seas freight,  and  it  comes  down  to  a  question  of  how  cheap  can  y  3U 
get  the  water  power,  and  if  you  build  up  an  industrial  plant  with 
these  facts  in  view  you  must  not  be  subjected  to  any  vicis%itudc>s  on 
your  power  contract.  If  the  certainty  of  that  contract  is  not  assured, 
why  the  users  simply  go  elsewhere  for  power ;  that  is  all. 

1  have  prepared  here  in  a  form  which  I  believe  is  acceptable  to  the 
House  of  Bepresentatives  some  amendments  which  provide  that  con- 
tracts which  are  entered  into  in  good  faith  by  the  producer  of  power 
with  the  user  and  with  the  approval  of  the  then  existing  commission 
shall  be  as  to  the  terms  of  that  contract,  inviolable. 

In  summing  up  my  thoughts  on  this  point : 

Power  development  in  itself  has  only  a  potential  value  and,  ex- 
cept as  the  power  so  developed  is  put  to  some  useful  purpose,  it  has 
no  more  actual  value  than  running  water  or  unmined  coal. 

One  of  the  uses  of  hydroelectric  power  most  important  to  the  gen- 
eral public  is  for  the  development  and  operation  of  large  electro- 
chemical and  other  industrial  works.    No  large  industrial  plant  can 
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be  built  or  financed  except  on  the  basis  of  a  fixed  and  unchangeable 
price  for  power  for  a  long-term  period,  and  on  the  other  hand  no 
large  water-power  development  can  be  made  or  financed  except  in 
connection  with  firm  contracts  for  the  use  of  the  power  so  developed. 

It  is  therefore  necessary  both  for  the  creation  of  essential  industrial 
enterprises  and  for  the  actual  development  of  hydroelectric  power 
that  this  bill  should  protect  long-term  industrial  power  contracts, 
made  with  the  approval  of  the  commission,  in  the  matter  of  per- 
manency of  rates  during  the  life  of  these  power  contracts,  whether 
or  not  the  contracts  extend  beyond  the  period  of  the  license. 

Now  there  is  one  other  phase  of  the  matter  that  I  have  not  heard 
touched  upon,  and  that  is  this :  The  bill  gives  permission  for  existing 
power  companies  to  come  in  under  the  license  and  become  licensees. 
In  doing  so  they  become  subject  at  once  to  the  local  public-service 
commissions,  or  the  Government  commission  that  you  are  creating, 
or  a  joint  commission  made  up  of  the  State  commission,  the  United 
States  commission,  and  the  commission  of  an  adjoining  State;  so  that 
these  people  if  they  come  in,  immediately  subject  themselves  to  an 
examination  of  their  existing  contracts. 

Many  large  enterprises  of  users  of  power  have  been  built  up  upon 
power  contracts  which  were  made  many  years  ago.  Some  or  those 
contracts,  in  view  of  the  war  prices  for  water  power,  are  very  low,  yet 
large  investments  which  have  been  made  in  the  basis  of  those  con- 
tracts exist  as  property  rights  and  would  be  destroyed  by  any  radical 
increase  in  the  rates.  There  is  a  possibility  that  some  or  the  existing 
companies,  foreseeing  that  should  they  come  under  the  public-service 
commissions  they  might  be  enabled  to  readjust  rates  and  violate  con- 
tracts into  which  they  had  long  before  entered  and  on  which  the 
user  has  built  up  his  enterprise,  might  accept  the  license  for  that 
reason.  And  so  I  have  oflfered  here  a  prepared  amendment,  which 
provides  that  a  power  company  seeking  to  come  under  the  license 
system  can  not  by  the  acceptance  of  the  license  impair  the  validity 
of  its  existing  contracts.  It  seems  obvious  that  that  should  be  in- 
cluded in  the  Dill. 

I  have  a  copy  of  the  bill,  the  amendments  attached  in  the  right 
place,  which  I  will  leave  with  the  secretary,  and  I  have  some  copies 
of  the  amendments  which  I  will  offer  for  the  record. 

The  Chairman.  Your  amendments  proposed  can  go  into  the  hear- 
ing.   They  should  show  on  the  face  of  them  where  they  are  to  go. 

Mr.  Morrison.  Yes ;  I  think  they  are  in  a  form  that  will  be  accept- 
able to  the  committee. 

(The  amendments  referred  to  follow :) 

FB0F08ED   AMENDMENTS    TO    COMMITTEE    PRINT — ^PROPOSED    HOUSE    SUBSTITUTE    FOB 

SENATE  BILL  1419. 


Arnendment  No,  1. — Section  19,  page  25,  line  22,  after  the  word  "  regulation," 
add  " ,  not  inconsistent  with  the  provisions  of  this  act." 

Amendment  No,  2. — Section  22.  page  28,  line  16,  after  the  word  "  for,"  add 
••l)erlod8  of  not  less  than  ten  years  or  for." 

Amendment  No.  S, — Section  22,  page  28,  line  23,  strike  out  the  word  "  there- 
after "  nt  the  beginning  of  the  line  and  odd  "  all  such  contracts  so  entered  into 
upon  such  approval  shall  be  deemed  property  rights  and  shall  not  be  subject  to 
change  by  such  commission  or  by  such  public-service  commission  or  other  simi- 
lar authority,  and  if  such  contracts  are  for  the  sale  and  delivery  of  power  for 
periods  extending  beyond  the  date  of  termination  of  the  license,  then." 
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Amendment  No.  4.— Section  23,  page  29,  line  12,  after  the  word  ''  herennder'' 
at  the  end  of  the  line,  strike  out  the  period  and  Insert  a  colon  and  add  "  Pro- 
vided, however.  That  no  contract,  which  shall  have  been  lawfully  made,  for 
power,  light,  heat,  or  water,  or  for  the  service  or  delivery  of  the  same  to  be 
funiisSied  from  such  project  works,  and  to  which  such  project  works,  or  the 
person,  company,  or  corporation  constructing,  owning,  or  operating  the  same, 
shall  be  subject,  shall  be  affected  by  any  license  under  this  act.  and  no  sucb 
person,  company,  or  corporation  shall  be  releaj^ed  from  any  lawful  obligation  bj 
reason  of  this  act  or  of  any  license  granted  thereunder.'* 

Amendment  No.  5. — Section  28,  page  33,  line  15,  after  the  word  "  issued,"  add 
"  or  any  contract  for  the  use  of  power  theretofore  made." 

Line  15,  after  the  word  "  ani%"  add  the  word  "  such," 

Line  16,  after  the  word  "  licensee,**  add  the  words  **  or  user." 

The  Chairman.  You  might  turn  over  the  bill  that  you  have 
marked  to  Mr.  Davis,  the  clerk  of  the  committee. 

Does  any  member  of  the  committee  wish  to  interrogate  Mr.  Mor- 
rison? 

Mr.  La  Follette.  I  would  like  to  ask  a  question,  Mr.  Chairman. 

Before  our  various  water-power  hearings  it  has  been  stated  from 
time  to  time  that  on  account  of  our  lack  of  proper  legislation  much 
capital  was  being  driven  abroad — American  capital.  Can  you  give 
the  committee  anv  idea  of  what  capital  has  been  going  abroad  on 
account  of  lack  or  proper  legislation  ? 

Mr.  MoRBisoN.  You  must  remember,  sir,  that  I  am  a  user  of  water 
power.  As  a  matter  of  fact,  considerable  capital  has  gone  to  Canada 
because  of  the  somewhat  more  favorable  conditions  prior  to  the  war 
in  Canada  and  greater  assurance  of  increased  quantities  of  water 
power  in  Canada.  You  understand  that  in  Niagara  Falls  there  is  a 
great  shortage  of  power.  My  own  company  went  abroad — went  to 
Norway — and  is  buying  80,000  horsepower,  which  is  being  developed 
there  for  its  industrial  use  by  a  Norwegian  company  at  the  present 
time.  It  is  really  a  very  necessary  development  for  the  conduct  of 
the  war,  as  a  matter  of  fact. 
\  Mr.  La  Follette.  Would  vou  have  preferred  to  make  that  invest- 

\  ment  here  provided  our  legislation  had  been  such  that  you  could  have 

\  acted  under  it,  or  could  you,  on  account  of  conditions  there,  go  there 

to  better  advantage. 

Mr.  Morrison.  Well,  there  were  two  reasons.  I  don't  want  to  go 
into  a  tariff  discussion,  because  it  would  occupy  considerable  time, 
but  we  went  abroad  on  account  of  the  tariff  and  on  account  of  the 
very  fact  that  I  have  just  stated  here,  the  low  cost  of  water  power. 
I  may  be  i>ardoned  for  making  a  generalized  statement  in  answer  to 
your  question.  In  the  Uni tea  States  the  water  powers  are  not  near 
the  coast  or  deep-sea  transportation  usually.  There  is  always  the 
railroad  trip  in  between.  Our  streams  are  slow  moving;  therefore 
they  require  long  or  high  dams  and  expensive  impounding  reser- 
voirs, especially  m  many  of  our  largest  possibilities,  among  tnem  the 
Keokuk  Dam.  Our  streams  are  many  of  them  intermittent.  Indus- 
tries requiring  continuous  processes  like  the  one  with  which  I  am 
associated  can  not  use  such  power  effectively.  They  can  not  be  idle 
all  summer  and  then  go  on  actively  all  winter  and  keep  their  working 
force  and  compete  with  foreign  powers. 

In  Norway,  for  illustration,  there  is  said  to  be  7,000,000  horse- 
power immediately  developable.  Norway  is  a  great  plateau  whidi 
frowns  down  to  the  very  shores  of  the  deep  sea,  and  the  drop  of  the 
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water  for  power  in  Norway  is  anywhere  from  300  to  3,000  feet  down 
those  precipitous  mountains  and  in  this  close  access  to  deep  water. 
The  cost  of  development  of  such  power  is  very  low  because  it  simply 
means  piping,  and  there  are  many  lakes  back  upon  the  plateau. 
There  is  enough  water  in  winter,  and  in  summer  tne  ice  melts  and 
brings  larger  volumes.  So  there  is  no  shortage  of  water  at  any  time, 
and  the  magnificent  powers  of  that  country  have  been  in  active  com- 
petition with  water-power  development  in  this  country.  American 
mitiative  and  American  enterprise  would  have  certainly  found  means 
of  meeting  that  competition  because  of  local  uses  had  it  not  been  for 
the  difficulty  of  getting  permits,  the  difficulty  of  getting  clear  title, 
the  difficulty  of  impending  legislation,  all  of  which  caused  doubt  on 
the  part  of  the  financiers.  And  so  I  may  say  in  a  broad  way  that  as 
a  user  of  power  my  people  are  very  happy  that  this  committee  is 
taking  this  subject  up  seriously  and  listemng  with  such  patience  to 
all  sides  of  a  very  difficult  question. 

Mr.  EscH.  Just  one  question  there,  Mr.  Morrison.  Ontario  Prov- 
ince fixes  a  time  limit  upon  its  permits,  does  it  not  ? 

Mr.  MoBBisoN.  I  am  not  sure  of  that  at  all.  I  think  the  Niagara 
Falls  power  development  there  is  not  on  a  time  limit. 

Mr.  EscH.  I  understood  that  they  granted  charters  and  put  the 
time  in  the  charter.  My  impression  was  that  it  was  in  Ontario 
Province.    Probably  Mr.  Pierce  could  say. 

Mr.  PiEKCE.  I  thmk  that  previous  to  10  years  ago  the  laws  of  the 
Province  of  Ontario  did  not  put  any  time  limit  upon  franchisee 
During  that  time  there  were  some  large  developments.  About  10 
years  ago  the  Province  fixed  a  short  time  limit  and  I  am  informed 
that  there  has  not  been  a  single  development  made  since. 

Mr.  EscH.  Do  they  permit  a  charge  to  be  made  for  horsepower  in 
Ontario  Province? 

Mr.  Pierce.  I  don't  know  about  that. 

Mr.  EscH.  I  understood  they  did. 

Mr.  MoBBisoN.  I  will  say  that  in  Canada  to-day  there  is  a  terrific 
shortage  of  power.  It  is  a  struggle  in  which  even  international  Ques- 
tions arise  between  United  States  and  Canada  as  to  what  use  shall  be 
made  of  the  water  powers  now  produced  in  Canada,  of  which  there 
is  not  enough. 

Mr.  EscH.  In  view  of  the  fact  that  there  is  such  a  marked  shortage 
in  Canada,  and  its  putting  of  a  time  limit  on  the  grant  deters  develop- 
ment, I  am  surprised  that  they  do  not  remove  the  time  limit. 

Mr.  MoRKisoN.  Well,  I  have  every  belief  that  Canada  will  do  every- 
thing that  is  possible  to  develop  power  in  large  quantities ;  and  she 
has  great  power  resources  which  are  undeveloped.  The  situation  at 
Niagara  Falls  is  particularly  acute,  because  of  the  enormous  govern- 
mental needs  of  absolutely  essential  war  products  of  that  region. 
Without  the  Niagara  Falls  development  I  think  our  country  would 
be  in  a  most  distressful  condition.  I  am  not  sure  that  we  could  con- 
duct the  war,  because  that  is  the  sole  source  of  supply  of  many  es- 
sentials. 

The  Chairman.  The  committee  will  adjourn  until  10.30  to-morrow 
morning.  If  you  are  not  through,  Mr.  Morrison,  you  may  return 
at  that  time. 

(Whereupon  at  4.45  o'clock  p.m.  the  committee  adjourned  until 
10.30  o'clock  a.m.,  Friday,  March  22,  1918.) 
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House  of  Bepresentatives, 
Committee  on  Water  Power, 

Friday,  March  22,  1918. 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Thetus  W.  Sims 
(chairman)  presiding. 

The  Chairman.  The  committee  will  come  to  order.  Who  is  to  be 
the  first  witness  this  morning? 

Mr.  Hall.  Mr.  Chairman,  Mr.  Weston  was  to  come  first  this  morn- 
ing, but  Mr.  Pierce  asked  if  he  could  make  a  brief  statement,  and 
Mr.  Weston  is  willing  for  him  to  proceed  now  for  about  five  minutes. 

The  Chairman.  Then  you  may  proceed,  Mr.  Pierce. 

ADDITIONAL  STATEMENT  OF  MB.  HENBT  T.  PIEBCE. 

Mr.  Pierce.  Mr.  Chairman  and  members  of  the  committee:  In 
his  testimony  yesterday,  Mr.  C.  K.  Kelley,  vice  president  of  the 
Montana  Power  Co.,  stated  that  he  thought  the  cost  of  hydroelec- 
tric projects  might,  in  certain  cases,  be  amortized  during  a  50-year 
tenure  of  lease  and  I  wish  to  go  on  record  with  the  statement  that 
the  Priest  Bapids  water  power  could  positively  not  be  developed 
under  a  law  requiring  that  the  cost  of  the  property  be  amortized 
during  a  50-year  tenure  of  lease  and  I  am  equally  positive  that  such 
a  requirement  would  effectually  prevent  the  development  of  at  least 
95  per  cent  of  the  water  powers  of  the  country,  whether  located  in 
navigable  streams  or  in  the  public  domain.  The  following  are  my 
reasons  for  making  this  statement : 

The  Priest  Rapids  of  the  Columbia  River  are  located  in  a  desert 
country  having  a  population  of  not  over  100  people  within  a  radius 
of  20  miles.  The  market  for  power  will  have  lo  be  created  and  if 
secured  will  have  to  be  derived  mainly  from  electrochemical  and 
other  industrial  plants  which  will  not  locate  there  unless  they  can 
be  aJ^sured  of  large  quantities  of  very  cheap  power.  The  Friest 
Rapids  proposition  is  a  pioneer  project  whicn  it  would  take  years 
of  hard  work  to  fully  establish.  It  will  be  difficult  enough  to  earn 
even  the  interest  on  the  cost  of  construction  during  the  first  lean 
years  of  operation  and  it  would  not  be  possible  to  set  aside  any  fund 
whatever  for  amortization  purposes. 

The  water-power  business  is  of  a  hazardous  nature  and  conducted 
on  a  very  close  margin  of  profit,  and  under  the  rates  allowed  to  be 
charged  by  State  public-service  commissions  it  would  be  impossible 
to  retire  the  capital  through  amortization  during  a  period  of  50  years. 
In  the  State  of  Washington  the  public-service  commission  has  valued 
the  property  of  all  public-utility  corporations  for  rate-making  pur- 

?ioses,  and  only  permits  such  rates  to  be  charged  as  will  permit  of  a 
air  return  upon  the  investment,  and  which  return  would  not  permit 
of  setting  aside  a  sufficient  sum  for  amortization  purposes.  During 
the  periSl  before  public-service  commissions  were  established,  and 
before  rates  of  public-utility  corporations  were  regulated,  the  bond 
issues  of  these  corporations  were  generally  amortized,  either  in  whole 
or  in  part,  during  a  period  of  from  35  to  60  years^  but  under  regula- 
tion of  rates  to  a  lower  level  by  the  public  authorities  it  is  no  longer 
possible  for  a  public-utility  corporation  to  amortize  its  securities. 
It  is  the  universal  custom  at  the  present  time  to  refund  bond  issues 
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upon  their  maturity.  The  business  of  a  power  company,  if  success- 
ful, is  always  growing,  and  it  has  to  not  only  keep  increasing  its 
indebtedness,  but  often  has  to  forego  dividends  for  years,  owing  to 
the  necessity  of  investing  its  earnings  in  betterments  and  extensions. 
It  might  well  take  20  years  before  a  property  like  Priest  Bapids 
would  be  developed  to  its  full  capacity. 

The  Montana  Power  Co.,  of  which  Mr.  Kelley  is  vice  president, 
and  which,  I  am  informed,  does  about  90  per  cent  of  the  power 
business  of  Montana,  has  passed  through  its  pioneer  stage;  its 
water-power  rights  are,  for  the  most  part,  perpetual,  and  its  water- 
power  plants  are  not  subject  to  recapture  by  the  Federal  Govern- 
ment ;  it  has  an  established  business,  based  on  long-time  contracts,  for 
sale  of  its  electrical  energy  to  such  great  concerns  as  the  Amalga- 
mated Copper  Co.,  the  Anaconda  Copper  Co.,  and  the  Chicago,  Mil- 
waukee &  St.  Paul  Bailroad,  and  with  these  large  outlets  for  power, 
it  is  quite  possible  that  the  Montana  Power  Co.  might  be  able  to 
create  an  amortization  fund  out  of  its  earnings  large  enough  to 
amortize  within  50  years  such  hydroelectric  extensions  to  its  present 
system  as  may  be  required  to  keep  up  with  its  growing  business,  but 
it  would  be  utterly  impossible  for  newly  developed  power  plants  to 
retire  their  capital  in  that  way. 

The  Chairman.  Mr.  Pierce,  I  have  given  some  attention  to  the 
Priest  Bapids  proposition,  and  it  has  always  seemed  to  me  that  it 
was  so  large  and  so  great,  both  in  expenditure  and  in  possibilities, 
that  it  ought  to  have  special  treatment. 

Mr.  Pierce.  Yes,  sir. 

The  Chairman.  And  I  think  so  yet.  I  think  that  Congress  can 
very  well  afford  to  pass  a  special  bill  with  reference  to  that  par- 
ticular project.  Whether  it  would  be  wise  to  apply  the  provisions 
of  such  a  bill  to  the  whole  country  or  not,  I  do  not  know,  but  if 
we  passed  a  bill  that  would  tend  to  prevent  that  development  or 
make  it  impossible,  we  ought  to  pass  another  one  specially  authoriz- 
ing it  to  be  developed  under  such  conditions  as  would  bring  that 
about.  It  seems  to  me  that  your  irrigation  project  there  is  about 
as  important  as  anything  else  which  would  not  apply  to  any  of 
these  projects  located  east  of  the  Mississippi  Biver. 

Mr.  Pierce.  I  thank  you,  Mr.  Chairman. 

The  Chairman.  Who  is  the  next  gentleman  to  be  heard? 

Mr.  Matthews.  Mr.  Chairman,  may  I  interrupt  a  moment  to  ask 
that,  as  the  representative  of  Los  Angeles,  particularly,  and  its 
municipal  electrical  enterprises,  I  may  have  an  opportunity  to  be 
heard  before  the  committee  before  you  close  your  hearings? 

The  Chairman.  As  a  matter  of  course,  we  want  everybody  to  be 
heard  that  has  an  interest,  and  I  should  think  the  municipal  inter- 
ets  of  Los  Angeles  would  certainly  be  entitled  to  be  heard.  I  have 
not  been  trying  to  arrange  who  shall  come  fii-st,  except  the  officials 
of  the  Government  and  other  State  officials,  and  I  suppose  you  are 
in  that  class. 

Mr.  Matthews.  I  am  not  particular  about  the  order.  I  just  want 
the  privilege  of  being  heard  before  you  close*. 

The  Chairman.  Then,  suppose  you  follow  Mr.  Weston. 

Mr.  Baker.  Before  Mr.  Pierce  concludes,  I  would  like  to  ask  him 
a  question.     Mr.  Pierce  has  been  before  the  Committe  on  Public 
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Lands  and  before  this  committee,  and  I  am  satisfied  that  he  has 
gone  over  this  proposed  legislation,  and  I  want  to  ask  you,  as  a 
general  proposition,  from  your  investigation  of  this  matter  and 
this  bill,  you  think  it  is  workable  and  about  the  best  bill  that  could 
be  presented? 

Mr.  Pierce.  I  do,  sir;  with  the  amendments  which  have  been  sug- 
gested. I  think  it  would  be  workable.  I  believe  we  could  develop 
our  Priest  Rapids  water  power  under  the  measure,  with  the  amend- 
ments. 

Mr.  Raker.  Those  amendments  are  the  ones  suggested  by  Mr. 
Merrill  ?  \ 

Mr.  Pierce.  By  Mr.  Merrill,  Mr.  Britton,  and  Mr.  Hall. 

Mr.  Raker.  And  with  those  in  the  bill  you  believe  it  is  about  the 
best  that  could  be  obtained,  and  will  really  be  workable? 

Mr.  Pierce.  I  do,  Mr.  Raker. 

Mr.  Raker.  And  protect  the  Government  and  give  it  a  chance  to 
control  the  situation  and  at  the  same  time  give  the  investors  a  full 
and  fair  opportunity? 

Mr.  Pierce.  I  do. 

Mr.  Raker.  Now,  one  other  question,  and  I  want  to  call  the  atten- 
tion of  the  committee  to  the  fact  that  in  addition  to  the  members  of 
the  Committee  on  Interstate  and  Foreign  Commerce  who  are  inter- 
ested in  this  legislation,  in  addition  to  the  members  of  the  Committee 
on  Public  Lands  who  are  interested  in  this  legislation,  and  in  addi- 
tion to  the  members  of  the  Committee  on  Agriculture,  which  are  the 
three  committees  having  this  character  of  legislation  before  it,  I  also 
want  to  call  to  the  attention  of  the  committee,  and  particularly  to 
certain  members,  that  to  my  mind  this  involves,  and  will  in  the 
future,  irrigation  as  well  as  water  power,  particularly  in  the  West, 
and  while  the  members  of  the  committee  were  not  selected  from  the 
membership  of  that  committee,  nevertheless  the  three  ranking  mem- 
bers of  the  Committee  on  Irrigation  of  Arid  Lands  are  on  this  com- 
mittee, and  its  chairman  is  a  member  of  this  committee.  I  do  this 
for  the  purpose  of  calling  attention  to  the  fact  that  any  legislation 
that  will  affect  the  question  of  irrigation,  so  far  as  dams  and  res- 
ervoirs, where  there  may  be  a  possibility  of  power,  are  concerned,  it 
is  our  duty  to  see  that  we  take  care  of  that  feature  of  the  legislation, 
and  therefore  that  is  one  reason  I  have  been  directing  my  attention 
to  that  feature  of  the  bill  relating  to  irrigation,  and  I  want  to  ask 
Mr.  Pierce  this  question,  following  that  statement 

Mr.  Taylor  (interposing).  Let  me  interrupt  just  a  moment  by 
saying  that  as  chairman  of  the  Committee  on  irrigation  I  have  been 
watching  this  trend  very  intently,  because  I  know  how  much  it  will 
affect  especiallj  the  Western  States;  but  thus  far  I  can  not  see  that 
there  is  anything  that  militates  against  us,  unless  there  is  some  as- 
sumption nere  to  supersede  our  State  laws  out  there,  which,  of 
course,  we  must  jealously  guard;  but  I  feel  there  is  no  disposition  to 
transgress  upon  our  irrigation  or  upon  the  State  owership  of  the 
water. 

Mr.  Raker.  I  am  particularly  pleased  that  Mr.  Taylor  has  made 
that  statement,  knowing  his  interest  in  that  matter  and  his  expe- 
rience in  irrigation  matters  and  the  means  required  for  it.  This  bill, 
while  it  is  designated  a  power  bill,  so  far  as  the  West  is  concerned. 
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is  in  substance  an  irrigation  bill  as  well.  And  I  want  to  ask  Mr. 
Pierce  now,  right  in  that  connection,  if  it  is  your  opinion  that  the 
provisions  of  this  bill  safeguard  and  provide  for  the  development  of 
irrigation  in  the  arid  and  semiarid  States  to  the  full  extent  that  they 
can  DC,  the  same  as  it  does  the  water-power  development. 

Mr.  Pierce.  It  seems  to  me  it  does,  Judge  Baker. 

Mr.  Baker.  Your  view  is  that  under  subdivision  A  of  section  10, 
which  reads  as  follows : 

That  the  project  adopte<l.  inchKling  tlie  map.  plans,  and  specifications,  shall 
be  such  as  in  the  judjonent  of  the  commission  will  he  best  adapted  to  a  com- 
prehensive scheme  of  improvement  and  utilization  for  the  purposes  of  naviga- 
tion, of  water-i)ower  development-  - 

And  then  it  says: 

And  of  other  beneficial  public  uses. 

Now,  I  have  inserted  after  the  word  ''  development "  "  irrigation," 
and  I  am  going  to  ask  you  now,  from  your  experience  in  this  matter, 
to  avoid  any  possibility  of  irrigation  not  being  considered,  when,  to 
my  mind,  it  is  one  of  the  prime  objects  of  every  dam  and  ditch  and 
water  development  in  the  West,  as  well  as  hydroelectric  power,  if 
to  make  it  specific  the  word  "  irrigation  "  might  not  better  be  put 
in  there. 

Mr.  Pierce.  I  think  it  would  be  very  wise  to  put  it  there. 

Mr.  Baker.  And  otherwise  you  believe  that  under  the  provisions 
of  the  bill  and  under  the  authority  given  in  the  development  of  each 
plant  consideration  would  be  given  and  should  be  given,  not  only  to 
the  development  of  hydroelectric  power  but  also  to  irrigation? 

Mr.  Pierce.  I  do. 

Mr.  Baker.  And  you  know  that  in  the  West  irrigation  is  as  im- 
portant as  water-power  development? 

Mr.  Pierce.  Fully. 

Mr.  Baker.  And  in  developing  a  fjlant  we  should  take  into  con- 
sideration and  look  forward  to  its  utilization  for  irrigation  as  well 
as  for  the  development  of  water  power? 

Mr.  Pierce.  Yes;  a  large  part  of  the  electrical  energy  to  be  de- 
veloped would  be  used  in  the  operation  of  electrically  driven  pump- 
ing plants  to  raise  the  waters  from  the  streams  to  lands  which  lie 
out  of  reach  of  gravity  water. 

Mr.  Baker.  And  in  many  instancis  where  you  will  place  your 
dam  and  use  your  reservoir  and  place  your  ditches  you  have  taken 
the  location  that  could  be  used  for  an  irrigation  project;  but  if  they 
both  can  be  used  together  and  the  full  benefit  obtained  for  hydro- 
electric power  consideration  should  also  be  given  to  its  highest  de- 
velopment for  irrigation? 

Mr.  Pierce.  It  should. 

STATEMENT  OF  MB.  S.  P.  WESTON,  315  WOODWABB  BUILDING, 

WASmNOTON,  D.  C. 

The  Chairman.  You  may  proceed,  Mr.  Weston. 

Mr.  Weston.  Mr.  Chairman,  I  represent  on  water-power  legisla- 
tion the  committee  on  paper  of  the  American  Newspaper  Publishers* 
Association.  The  American  Newspaper  Publishers'  Association  is 
composed  of  practically  all  the  large  daily  newspapers  in  the  United 
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States.  The  reason  for  the  interest  of  the  committee  on  paper  and 
the  members  of  this  association  in  water-power  legislation  is  involved 
in  the  production  of  news  print. 

In  the  manufacture  of  news  print  the  first  essential  is  the  pulp 
wood;  the  next  essential  is  the  water  power;  and  in  one  sense  the 
water  power  is  the  first  essential.  As  you  cut  your  stands  of  timber 
they  retreat  from  the  water  power.  You  can  bring  your  timber  to 
the  water  power,  but  you  can  not  bring  your  water  power  to  the 
timber.  As  a  result  of  this  natural  condition  and  the  steady  deple- 
tion of  the  stands  of  pulp-wood  timber  associated  with  water  power 
in  the  eastern  portion  of  the  United  States  or  in  those  sections  where 
both  can  be  privately  owned  and  are  privately  owned,  the  paper- 
making  industry  of  the  United  States  has  in  a  large  measure  left 
the  United  States  and  gone  into  Canada,  in  spite  of  the  fact  that 
locked  uj)  in  the  Pacific  coast  States  is  a  stand  of  pulp- wood  timber 
which,  without  natural  replacement,  would  supply  the  entire  paper 
needs  of  the  Nation  for  a  century  and  associated  therewith  the  largest 
undeveloped  water  powers,  which  lie  almost  entirely  on  the  public 
domain. 

Two  years  ago  there  came  a  crisis  in  the  publishing  business. 
News  print  is  from  25  to  40  per  cent  of  the  entire  operating  expense 
of  a  newspaper.  Through  combinations  and  for  other  reasons,  over 
night  the  prices  of  news  print  were  advanced  to  such  a  point  that 
the  entire  newspaper  publishing  business  was  jeopardized,  with  the 
result  that  several  hundred — ^I  have  had  the  figures  given  as  upward 
of  2,000 — small  papers  throughout  the  country  were  forced  out  of 
business.  The  committee  on  paper  in  their  line  of  endeavor  immedi- 
ately attempted  to  provide  a  natural  remedy  and  invited  proposi- 
tions for  establishing  paper  mills.  A  survey  was  made  ana  it  was 
found  that  the  only  chance  on  this  side  of  the  line  was  out  in  the 
far  West.  They  proceeded  and  certain  important  undertakings  were 
submitted.  Among  them  was  one  in  which  I  was  interested  from  the 
paper-mill  standpoint.  We  went  along  and  in  association  with  the 
American  Newspaper  Publishers'  Association  and  with  its  members 
originated  what  promises  to  be  the  largest  paper  mill  on  the  Ameri- 
can continent.  I  have  on  deposit  in  New  York  competent  contracts 
amounting  on  the  face  of  them  to  over  $75,000,000  worth  of  newa 
print.  We  had  our  preliminary  arrangements  for  financing.  We 
contracted  with  people  who  had  a  proposed  water-power  develop- 
ment to  take  30,000  horsepower,  but  the  Supreme  Court  decision  in 
the  Utah  power  case  absolutely  blocked  all  further  progress. 

It  then  became  necessary  to  see  if  remedial  laws  could  be  secured. 
I  came  to  Washington  at  the  request  of  the  committee  on  paper 
(and  I  will  say  parenthetically  that  for  10  years  I  was  a  director  in 
the  association  representing  the  Pacific  Coast  States)  under  these 
instructions:  " To  use  every  legitimate  effort  to  see  if  remedial  legis- 
lation could  be  secured  which,  while  protecting  the  rights  of  the 
public,  would  give  a  basis  on  which  financing  could  be  done  and 
development  secured." 

I  have  confeiTed  with  all  sources  outside  of  Congress.  I  have 
been  with  the  departments  in  conference,  the  water-power  people, 
and  the  financial  people,  and  I  think  I  have  a  rather  broader  and 
more  unprejudicecl  view.     I  probably  will  scatter  a  little  bit  in  mv 
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remarks,  but  they  are  all  to  the  one  point,  that  we  are  convinced 
that  one  of  the  most  important  necessities  of  the  Nation  to-day  is 
the  early  development  of  its  water  powers;  that  while  they  are 
calling  for  speed  in  the  shipbuilding  program  there  is  more  and 
more  need  for  speed  in  water-power  legislation. 

If  the  committee  please,  I  would  like  to  show  you  this  map.  Here 
are  the  remaining  available  pulp-wood  stands  of  the  United  States. 
These  are  out  in  Oregon,  Washington,  Idaho,  Montana,  California, 
Wyoming,  and  in  southeastern  Alaska.  There  are  244,000,000,000 
feet  board  measure  of  pulp-wood  stands,  over  one-half  of  which 
are  in  your  forest  reserves.  Associated  with  them,  and  also 
locked  up 

The  Chairman  (interposing).  Are  you  referring  to  spruce  alone? 

Mr.  Weston.  No,  sir.  There  is  a  great  variety,  Mr.  Chairman. 
For  instance,  there  is  the  western  hemlock,  which  is  a  misnomer, 
because  western  hemlock  is  not  the  hemlock  you  know.  It  is  more 
of  a  fir;  and  also  lodge-pole  pine,  white  and  grand  fir,  Engelmann 
spruce,  Sitka  spruce,  Noble  and  Shasta  fir,  and  Alpine  fir. 

The  Chairman.  All  suitable  for  the  manufacture  of  news  print? 

Mr.  Weston.  Yes,  sir.  The  answer  to  your  question  is  here  in  a 
book  published  by  the  Department  of  Agriculture,  the  Forest 
Service,  showing  the  actual  papers  made  from  these  timbers. 

I  am  going  to  group  them  by  States,  with  their  water  powers. 
California,  according  to  the  Geological  Survey,  has  a  potential  water 
power  of  8,865,000  horsepower.  It  has  a  pulp-wood  stand  of  32,- 
<)17,000,000  feet.  Colorado,  potential  water  power,  1,925,000;  pulp- 
wood  stand,  13,889,000,000.  Idaho,  potential  water  power,  2,910,000; 
pulp-wood  stand,  12,950,000,000.  Montana,  potential  water  power, 
4,809,000 

Mr.  Ferris.  Horsepower? 

Mr.  Weston.  Yes;  4,809,000  horsepower;  pulp-wood  stand,  15,- 
750,000,000.  Oregon,  potential  water  power,  7,505,000;  pulp-wood 
stand,  32,000,000,000.  Utah,  potential  water  power,  1,490,000;  pulp 
wood,  3,449,000.  Washington,  potential  water  power,  9,990,000; 
pulp-wood  stand,  70.030,000,000;  or  a  total,  including  Alaska,  which 
has  63,000,000,000,  of  244,639,000,000  feet  of  pulp-wood  timber. 

Now,  these  things  are  absolutely  interlocked.  To  convert  those 
timbers  into  paper,  we  must  have  the  water  power;  that  is  basic. 

Now,  I  want  to  turn  from  that  for  just  a  moment,  and  I  am  going 
to  cut  my  figures  very  short.  I  find  I  left  my  accurate  figures  at  the 
office  and  these  were  the  preliminary  figures,  and  while  they  are  gen- 
eral they  will  serve  the  purpose.  The  consumption  of  news  print  in 
the  United  States  in  1917.  was  1,940,000  tons.  The  production  in  the 
United  States — and  I  want  to  call  your  attention  to  this  because  it  is 
not  a  production  fact,  it  is  a  conversion  fact — ^the  production  was 
1,230,000  tons,  leaving  to  be  imported  710,000  tons.  Now,  practi- 
cally all  of  that  710,000  tons  or  over  one-third  of  the  news  print  of 
the  country  was  brought  in  from  Canada.  In  addition,  the  American 
mills,  of  this  amount  of  tonnage — 1,940,000  tons — imported  a  large 
part  of  the  raw  product  from  which  the  paper  was  made  from 
Canada ;  they  imported  437,000  tons  of  ground  wood  pulp  and  820.000 
tons  of  chemical  pulp.  In  the  manufacture  of  paper^  ground  wood 
pulp  is  about  80  per  cent,  and  chemical  sulphite  pulp  is  about  20  per 
cent. 
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The  Chairman.  For  news  print? 

Mr.  Weston.  Yes. 

The  Chairman.  I  did  not  know  they  used  the  sulphite  process  for 
news  print  to  any  great  extent. 

Mr.  Weston.  They  use  sulphite  and  sulphate  or  soda  in  the  higher 
classes  of  paper.  Now,  bear  m  mind  that  the  American  mills,  which 
produced  1,230,000  tons,  imported  760^000  tons  of  the  raw  product 
irom  Canada,  and  some  from  Sweden ;  m  other  words,  the  analysis  of 
these  figures  might  be  that  the  real  conversion  of  American  pulp- 
wood  timbers  was  only  478,000  tons. 

We  are  good  friends  and  good  neighbors  of  Canada,  but  I  point  out 
to  you  the  political  and  economic  significance  of  allowing  any  country 
to  control  the  news  print  of  the  United  States  when  you  have  lying 
within  your  own  boundaries  timber  enough  and  water  power  enough 
to  supply  all  your  needs,  and  a  liberal  amount  for  export. 

I  clislike  to  get  over  on  to  the  political  and  economic  angle,  but  I 
think  it  is  serious,  and  I  am  going  to  call  your  attention  further  to 
certain  facts  we  know.  Germany  furnished  one-half  of  the  news 
print  to  South  America.  Certain  prominent  papers  in  South 
America  have  been  pro-German  (with  the  general  analysis  among 
newspaper  men)  because  Germany  has  been  furnishing  those  papers 
with  news  print  for  years  at  prices  that  no  other  manufacturer  could 
apparently  come  in  and  compete  against. 

I  am  going  one  step  further  on  that,  merely,  however,  to  suggest  it, 
because  it  must  suggest  itself  to  you.  Germany  is  in  the  Baltic 
now — but  before  I  touch  on  that  I  want  to  call  your  attention  to  the 
fact  that  in  so  far  as  we  know  the  only  nonessential  industry  in  Ger- 
many— I  mean  nonessential  in  connection  with  the  prosecution  of 
their  war — which  has  been  kept  up  to  the  maximum  state  of  eflB- 
ciency,  is  paper  making.  You  have  read  that  they  have  been  mak- 
ing clothes  out  of  paper;  they  are  making  shoes  out  of  paper  and 
they  are  making  food  out  of  wood. 

Germany  has  gone  into  the  Baltic.  The  pulp-wood  stands  of 
Europe  are  in  Sweden,  Finland,  and  the  Baltic  States  of  Russia. 

The  Chairman.  Norway  has  some  also,  has  she  not? 

Mr.  Weston.  Norway  has  some,  but  not  to  the  same  extent.  Ger- 
many is  the  greatest  paper  maker  of  Europe.  Interesting  in  connec- 
tion with  that  is  that  just  before  the  outbreak  of  the  war  certain 
American  publivshers  were  approached  by  German  sales  agents  and 
offered  paper  on  terms  and  conditions  the  like  of  which  had  not  been 
presented  before.  That  was  true  in  some  Southern  States.  Certain 
publishers  told  me  that.  The  prices  were  so  absurd,  apparently,  as  to 
cost,  that  they  were  not  really  seriously  considered. 

That,  I  think,  is  an  indication,  an  indication  applied  more  particu- 
larly to  the  news-print  industry,  of  what  the  necessity  of  water- 
power  legislation  is,  not  for  our  immediate  necessities  but  for  the 
future. 

The  greatest  minds  of  the  world  all  seem  to  be  in  accord  on  one 
thing — ^that  the  trade  war  after  the  war,  while  not  as  sanguinary,  is 
going  to  be  even  more  deadly  than  the  present  conflict. 

I  want  to  put  up  to  you  the  axiom  that  Napoleon  said,  "  Armies 
traveled  on  their  bellies."  Can  a  nation  compete,  which  only  raises 
15  bushels  of  grain  to  the  acre,  against  a  nation  that  raises  32'bushels 
to  the  acre? 
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The  average  comparative  yield  per  acre  in  bushels  and  crops  in 
the  United  States  and  Europe  is  as  follows :  Wheat,  Europe  32  bush- 
els, the  United  States  15  bushels;  oats,  Europe  47  bushels,  the  United 
States  29  bushels;  barley,  Europe  38  bushels,  the  United  States  25 
bushels ;  rye,  Europe  30  bushels,  the  United  States  16  bushels ;  pota- 
toes, Europe  158  bushels,  the  United  States  96  bushels.  And  here  is 
the  reason :  Pounds  of  fertilizer  used  per  acre :  Belgium,  448 ;  Ger- 
many, 214;  the  United  States,  28.  ' 

Mr.  Kaker.  That  is  pounds  per  acre  ? 

Mr.  Weston.  Great  Britain,  152  pounds;  the  United  States,  28 
pounds.  In  other  words,  the  unit  of  man  power  that  goes  on  an  acre 
m  Germany  produces  twice  what  a  unit  of  man  power  does  on  an  acre 
in  the  United  States.  And  your  water  powers  are  absolutely  inter- 
related with  your  food.  You  must  produce  fertilizer.  You  must  re- 
plenish this  land,  and  it  must  be  brought  up. 

In  connection  with  that  I  want  to  sandwich  in  a  few  other  statis- 
tics. You  notice  I  am  scattering  in  my  remarks,  but  I  can  not  help 
scattering.  I  do  not  believe  that  the  question  of  the  depreciation  of 
man  power  in  this  country  is  even  faintly  conceived.  I  do  not  be- 
lieve that  you  even  know  what  a  stop  has  been  put  on  your  source  of 
man  power.  For  25  years  prior  to  the  war  this  country  had  a  steady 
source  and  a  supply  coming  in  which  averaged  1,000,000  immigrants 
net  a  year. 

Here  is  a  bulletin  issued  by  the  Department  of  Labor  for  the  year 
ending  December,  1917,  which  is  very  illuminating  and  very  discour- 
aging. 

I  will  compare  the  three  years  prior  to  the  war  and  the  three  years 
since  the  war.  The  fiscal  year  ends  June  30.  In  1912  the  net  immi- 
gration viras  838,172;  1913,  1,197,000;  1914,  1,218,480;  or  a  total  for 
the  three  years  of  3,254,544.  In  1915,  326,700;  in  1916,  298,826 ;  1917, 
295,403;  or  a  total  of  920,929,  or  an  actual  shortage  in  the  three 
years,  from  a  source  which  has  flowed  steadily  for  25  years,  of  2,333,- 
615.  For  the  last  six  months  of  1917  your  net  immigration  into  this 
country  was  51,339.    Your  greatest  source  of  labor  supply  has  gone. 

The  Chairman.  You  are  referring  to  the  population  ? 

Mr.  Weston.  This  is  according  to  their  definition  of  "permanent 
immigration  "  into  this  country. 

The  Chairman.  But  they  are  not  all  laborers  and  they  are  not  all 
men. 

Mr.  Weston.  They  are  not  all  men,  but  this  is  the  average.  The 
point  I  want  to  bring  out  in  connection  with  that  is  this,  that 
to-day's  prices  and  to-day's  standards,  as  abnormal  as  they  seem 
to  be,  are  going  to  be  the  normal  standard  for  the  next  two  or  three 
generations — for  the  next  two  generations,  anyway — and  we  have 
got  to  bring  in  every  possible  source  of  power  to  augment  and  re- 
place, so  far  as  possible,  the  deficiency  or  else  we  are  going  to  stand 
still. 

Now,  the  answer  to  that  from  an  electrical  standpoint  is  the  Mil- 
waukee Kailroad.  The  statistics  on  that  are  very  clear;  and, 
roughly,  at  one-third  of  the  cost- — I  think  it  is  one-third  of  the 
cost — they  are  handling  their  trains  over  the  mountains  and  have 
released  one-third  of  the  cars  required  before  to  haul  coal  for  their 
motive  power,  and  have  released  over  one-third  of  their  man  power. 


342  WATER  POWER. 

I  do  not  want  to  take  exception  but,  rather,  to  disagree  with  Mr. 
Kelley.  Mr.  Kelley  made  a  statement  which,  from  my  contact  of  a 
number  of  years  and  more — specifically  the  last  year — with  finan- 
cial houses  and  bond  houses,  not  promotion  houses,  is  such  that  I 
can  not  conceive  of  his  theory  of  amortization  within  50  years.  Jt 
is  utterly  incredible.  I  have  since  reasoned  that  it  is  possibly  true, 
in  my  judgment,  only  of  the  Montana  Power  Co.  The  Montana 
Power  Co.  is  almost  an  automatic  financing  concern.  It  does  not 
go  out  into  the  general  market  for  its  money  in  any  sense  on  the 
same  basis  that  any  other  enterprise  would  go.  I  also  want  to  call 
your  attention,  gentlemen,  to  the  fact  that  English  financial  circles 
recognize  that  there  is  really  no  such  thing  as  amortization  of  orig- 
inal capital.  They  recognize  it  by  the  fact  that  they  have  two 
classes  of  capital — stock  capital  and  bond  capital.  You  will  find  it 
in  English  financing  spoken  of  as  stock  capital  and  bond  capital, 
and  bond  capital  is  the  original  capital  that  goes  into  an  investment. 
You  take  the  Pennsylvania  Bailroad  or  any  utility  in  this  country — 
not  particularly  any  industrial,  but  any  utility  in  this  country— 
and  their  existing  bond  issue  is  probal)ly  numbered  several  num- 
bers away  from  the  original  bond  issue,  showing  not  only  that  the 
original  capital  still  remains  but  that  permanent  capital  additions 
have  been  made  thereto. 

The  Chairman.  But  that  does  not  mean  they  have  that  many  out- 
standing.   They  may  have  refunded  former  bond  issues. 

Mr.  Weston.  They  refund  them,  but,  in  fact,  the  original  capital 
always  remains  there  and  is  permanent.  The  individuals  who  lend 
may  change  but  the  capital  remains. 

The  Chairman.  It  is  not  necessarily  bond  capital? 

Mr.  Weston.  The  English  call  it  bond  capital.  I  can  not  con- 
ceive of  any  theory  whereby  you  are  going  out  on  a  hydroelectric 
development  and  get  any  extensions  if  3'ou  proceed  on  the  theory  that 
within  50  years  you  are  going  to  amortize  its  capital,  and  that  it 
must  be  amortized  and  under  any  law  that  forces  amortization,  you 
immediately  stop  further  development  beyond  that  capital.  It  can 
not  be  done. 

I  do  know  that  in  talking  to  such  houses  as  Harris  &  Forbes, 
who  have  handled  probably,  as  I  understood  the  head  to  tell  me, 
something  like  $3,000,000,000  worth  of  bonds  of  various  kinds,  prob- 
ably the  largest  number  of  hydroelectric  bonds  that  any  house  in  the 
country  has  handled,  they  made  to  me  exactly  the  point  that  was 
brought  out  by  this  gentleman — that  there  should  be  beyond  the  end 
of  the  50-year  period  a  definite  renewal  lease,  a  definite  term  given. 
He  explained  it  very  thoroughly. 

I  think  it  would  be  fatal  to  apply  restrictions  of  that  character  in 
a  bill  of  this  kind. 

On  my  recommendation  the  committee  on  paper  addressed  the 
menibers  of  the  American  Newspaper  Association  with  regard  to  this 
bill  in  this  way :  "  We  would  urge  on  the  members  that  they  give  this 
bill  their  indorsement,  and  advocate  its  passage" — ^that  is  the  cor- 
rected bill  before  you.  In  other  words,  we  are  indorsing  the  bill  as  it 
stands.  In  our  judgment  it  is  workable,  assuming  that  certain  neces- 
sary amendments  are  made,  but  I  do  not  think  there  will  be  any  misr 
take  in  making  it  more  liberal.  I  do  think  a  mistake  would  be  made 
in  making  it  any  more  restrictive. 
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The  thing  we  need  is  water-power  development.  If  you  make  re- 
strictions that  stops  capital,  you  will  stop  development. 

There  is  just  one  thing  further  I  want  to  bring  to  your  attention, 
and  that  is  this.  All  the  statements  I  have  heard  here  have  been  on 
behalf  of  senior  money,  or  bond  money.  Let  me  suggest  to  you  the 
junior  money,  or  the  first  money  that  go2S  into  it,  that  the  money 
that  goes  out  and  takes  this  chance,  the  promoter,  if  you  please. 

There  is  no  reputable,  strictly  bond  house  in  the  country  that  will 
advance  one  penny  of  that  preliminary  money.  Mr.  Pierce,  in  his 
project  must  put  m  several  million  dollars  before  he  can  take  it  to 
the  bond  house.  The  bond  house  will  then  probably  loan  them  from 
60  to  80  per  cent  of  what  he  has  put  in.  They  will  not  put  up  1  cent 
at  the  start,  because  their  theory  is — ^and  it  is  a  proper  one — that  they 
will  not  take  any  chances.  They  want  a  guaranteed  return.  They 
want  a  guaranty  they  will  get  their  mone^  back,  and  no  speculation. 

Mr.  Pierce  goes  out  and  gets  his  proposition.  He  has  got  to  go  in 
before  he  gets  any  amount  of  his  junior  money  and  do  certain  pre- 
liminary prospecting  and  developing.  I  think  that  the  clause  with 
regard  to  the  priority  of  the  permit,  after  the  municipality — that 
it  should  be  clearly  and  firmly  fiixed,  so  far  as  the  priority  is  con- 
cerned, against  all  comers.  I  think  you  will  stop  enterprise  if  you 
leave  that  too  wide  open. 

I  thank  you  very  much,  gentlemen,  for  giving  me  such  courteous 
attention. 

The  Chairman.  You  spoke  of  the  vast  amount  of  timber  in  the 
forests  being  wood-pulp  timber,  and  news-print  timber. 

Mr.  Weston.  Any  kind  of  paper  will  be  made 

The  Chairman  (interposing).  You  said  you  represented  or  were 
talking  about  news  print. 

Mr.  Weston.  There  are  two  classes  of  paper;  paper  that  is  made 
out  of  wood,  and  paper  that  is  made  out  of  rags  or  linen  paper. 

The  Chairman.  Ground  wood  pulp  and  chemically-produced  pulp 
is  the  real  division,  as  I  understand  it. 

Mr.  Weston.  That  is  hardly  so,  Mr.  Chairman,  although  for  gen- 
eral purposes  that  would  be  a  fair  division. 

The  Chairman.  Ground  wood  pulp  is  mostly  used  for  news-print 
paper,  such  as  daily  papers  use.    I  do  not  mean  book  paper. 

Mr.  Weston.  Book  paper,  too ;  yes,  sir. 

The  Chairman.  Very  few  newspapers  use  a  high  grade  of  book 
paper. 

Mr.  Weston.  The  basis  of  it  wood- 
.   The  Chairman.  I  know,  but  it  is  water-ground  wood  pulp,  me- 
chanically-produced wood  pulp,  that  is  largely  used  in  making  up 
news-print  paper. 

Mr.  Wbston.  Yes;  80  per  cent.  We  have  to  use  the  chemical 
process  to  give  strength.  The  ground-wood  pulp  has  not  got  the 
fiber,  and  it  will  not  sufficiently  hold  together,  and  we  put  sulphite 
in  it ;  it  is  chemically-prepared  pulp,  in  order  to  strengthen  it. 

The  Chairman.  To  give  it  sufficient  tensile  strength. 

Mr.  Weston.  As  a  matter  of  fact,  take  all  of  the  so-called  linen 
papers  of  to-day — I  am  not  speaking  of  the  very  high-class  paper — • 
^ut  you  go  into  an  ordinary  stationery  store,  and  you  are  almost  posi- 
iiiveiy  guaranteed  that  there  is  not  a  thread  of  linen  in.it. 


344  WATEB  POWER. 

The  Chairman.  What  is  the  present  price  of  news-print  paper? 

Mr.  Weston.  The  Federal  Trade  Commission  is  trying  to  establish 
a  price. 

The  Chairman.  I  am  not  speaking  of  the  cost  of  production.  What 
do  the  newspapers  have  to  pay  for  it? 

Mr.  Weston.  They  are  paying  varying  from  $60  a  ton  upward- 

The  Chairman.  Sixty  dollars  a  ton  where? 

Mr.  Weston.  At  the  mill. 

The  Chairman.  How  much  do  they  pay  for  it?  You  say  $60  a 
ton  upward.    How  much  a  ton  above  $60? 

Mr.  Weston.  It  depends.  I  think  normally  it  would  be  $60;  $S 
at  the  mill  would  be  a  fair  statement  of  the  present  price.  I  am  not 
quite  sure  in  regard  to  the  present  paper  market. 

The  Chairman.  I  supposed  you  were  thoroughly  familiar  with  it. 

Mr.  Weston.  I  am  just  handling  the  legislative  side.  The  techni- 
cal side  is  handled  by  Mr.  Mclntyre. 

The  Chairman.  A  number  of  years  ago — 10  or  12  years  ago — 
Congress  appointed  a  special  committee  to  investigate  the  whole  neld 
of  paper  production.  At  that  time  news-print  paper  was  being  sold 
at  about  $50  a  ton,  although  some  of  the  newspapers  had  long  time 
contracts  that  had  not  expired,  and  they  were  getting  it  cheaper, 
notably  the  Hearst  publications  and  some  others.  But  the  complaint 
then  was  that  the  news-print  paper  was  costing  about  $50  a  ton. 
Now,  if  it  is  only  $60  a  ton,  up  to  I  do  not  know  where,  it  has  not 
advanced  really  as  much  in  the  same  time  as  ordinary  lumber  has 
advanced. 

Mr.  Weston.  You  are  taking  a  high  point  there,  Mr.  Chairman. 
Let  me  give  you  a  high  point  that  would  compare  with  that.  That 
should  be  compared  with  a  price  running  anywhere  from  $110  to  $120 
a  ton. 

The  Chairman.  I  asked  you  awhile  ago  what  the  high  price  was, 
and  you  said  you  did  not  know. 

Mr.  Weston.  I  was  talking  about  news  print 

The  Chairman.  I  am  talking  about  news  print. 

Mr.  Weston.  News-print  paper  went  from — a  great  many  papers 
were  buying — I  paid  for  years  $40  a  ton,  delivered. 

The  Chairman.  And  when  it  got  to  $50  a  ton  you  cried  out, 

Mr.  Weston.  Surely. 

The  Chairman.  At  that  time  the  owners  of  paper  mills  in  this 
country,  so  far  as  I  know,  claimed  that  if  we  allowed  free  pulp  to  be 
imported  from  Canada,  it  would.destroy  the  industry  in  this  country 
and  wanted  a  high  protective  tariff  on  everything;  that  is,  the  mills 
wanted  a  high  protective  tariff  on  everything  but  wood,  and  the 
owners  of  the  timber  in  this  country  wanted  in  on  wood  also.  It 
was  claimed  then  that  the  paper  manufacturers  in  Europe  would 
actually  swamp  this  country  without  a  protective  tariff. 

Mr.  Weston.  That  is  true,  in  a  sense. 

^  The  Chairman.  And  water  power  was  one  of  the  reasons  that  was 
given  to  us  why  Europe  could  sell  paper  here,  and  why  Canada  could 
swamp  this  country. 

Mr.  Weston.  Yes,  sir. 

The  Chairman.  And  yet  we  were  not  trying  to  develop  water 
power  in  this  country;  as  a  matter  of  fact,  efforts  were  being  made 
to  prevent  the  benefit  to  be  derived  from  water  power.    The  very 
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timber  you  referred  to  is  also  used  for  making  lumber,  is  it  not,  or 
at  least  the  best  part  of  itt 

Mr.  Weston.  JIo;  you  are  quite  mistaken  about  that.  There  are 
two  classes  of  timber — what  we  call  the  conmiercial  timber,  the 
No.  1  timber,  and  that  is  not  used.  These  classes  of  timber  are 
roughly  classed  on  the  Pacific  coast  as  No.  2  timber  and  No.  1  timber. 
No.  1  timber  is  the  Douglas  or  red  fir  and  cedar,  and  No.  2  hemlock, 
spruce,  etc. 

The  Chaikman.  I  know;  but  all  of  that  that  you  referred  to  in- 
cluded all  of  that  paper-making  timber,  did  it  not? 

Mr.  Weston.  No.  The  State  of  Washington  alone  has  over  800,- 
000,000,000  feet  of  standing  timber,  and  I  am  only  talking  about 
72,000,000,000  feet  of  that. 

The  Chatbman.  You  really  only  included  timber  that  would  be 
used  for  paper  making,  and  not  for  the  purpose  of  lumber  making. 

Mr.  Weston.  Yes;  what  we  would  call  generally  second-class  tim- 
ber. For  No.  1  timber,  when  the  log  price  is  $16,  No.  2  timber — 
hemlock  and  spruce — would  be  selling  tor  from  $6  to  $8  per  thousand. 
Of  course,  a  certain  amount  of  the  No.  2  timber  is  used  for  lumber, 
but  its  use  is  not  general,  as  compared  with  the  No.  1  timber. 

The  Chairman.  I  only  want  to  get  that  correct.  Now,  then,  paper 
is  not  produced  by  hydroelectric  power  but  by  hydro  or  water  power? 

Mr.  Weston.  Both.  So  far  as  that  in  which  I  am  interested  is 
concerned,  we  will  have  every  operation  by  electricity. 

The  Chairman.  All  the  mills  we  visited  in  Canada  and  in  this 
country  were  water  mills,  operated  directly,  without  the  intervention 
of  electrical  power. 

Mr.  Weston.  Mr.  George  F.  Hardy,  the  most  eminent  paper-mill 
engineer  in  the  country,  who  is  our  engineer,  selected  an  electrically 
driven  plan  throughout.  I  am  not  interested  in  the  hydroelectric 
development.    I  have  not  one  dollar  in  that. 

The  Chairman.  You  are  interested  in  paper  development? 

Mr.  Weston.  I  am  interested  in  paper  development,  and  we  made 
a  contract  with  the  power  people,  a  large  power  proposition,  and 
tliey  have  spent  $300,000,  they  tell  me.  I  know  in  the  last  year  they 
spent  at  least  $75,000  on  preliminaries  on  this  proposition.  They 
have  a  possible  80,000-horsepower  development  of  which  we  con- 
tracted for  .S0,000  horsepower,  which  we  expected  to  use. 

The  Chairman.  I  can  see  at  once  if  you  can  have  a  water  power 
to  create  electricity  you  might  transmit  that  electricity  to  the  timber, 
and  save  the  haul  of  the  timber.    I  can  see  how  that  might  occur. 

Mr.  Weston.  On  account  of  the  tonnage  in  the  production  of  a 
ton  of  paper  you  can  roughly  say  there  are  3  tons  of  material — ^that 
is,  there  would  be  a  ton  of  pulp,  there  would  be  a  ton  of  coal,  and 
there  would  be  a  ton  of  general  materials. 

The  Chairman.  It  takes  more  than  a  ton  of  pulp  wood  to  make  a 
ton  of  paper. 

Mr.  Weston.  I  am  giving  you  the  rough  fibres.  It  will  probably 
be  4  to  1.  In  handling  the  tonnage  we  estimate  that  in  the  pro- 
duction of  a  ton  of  paper  we  will  handle  4  tons  of  material,  one 
way  or  the  other.  Therefore  it  is  deemed  to  be  wisest  to  establish  a 
mill  on  tidewater,  accessible  to  transportation. 

The  Chairman.  Where  was  the  mill  you  referred  to  in  which  you 
were  going  to  use  electricity? 
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Mr.  Weston.  On  Puget  Sound. 

The  Chairman.  Was  it  to  be  run  by  electricity? 

Mr.  Weston.  Yes. 

The  Chairman.  What  would  the  effect  of  the  decision  of  the 
Supreme  Court  be? 

Mr.  Weston.  The  effect  of  that  decision  was  this,  that  we  stopped 
on  an  enterprise  for  which  product  I  had  $75,000,000  in  competent 
contracts  signed  and  on  deposit.  I  came  down  to  Washington  to 
see  if  we  could  in  any  way  secure  remedial  legislation.  The  financial 
houses  refused  to  do  anything  further  immediately  following  the 
Utah  power  case  decision. 

The  Chairman.  What  is  the  effect  of  that  decision,  practically  ? 

Mr.  Weston.  Our  banker  said,  " No;  we  can  not  do  it;  there  is  no 
basis  of  security." 

The  Chairman.  What  was  decided  in  that  case?  What  did  the 
court  say  ? 

Mr.  Taylor.  What  did  the  court  say? 

Mr.  Weston.  Briefly  the  decision  settled  two  e^ential  points: 
First,  that  no  official  of  the  Government  had  authority  to  bind  the 
Government  by  contracts;  second,  that  any  permits  which  had  been 
issued  in  the  past,  or  that  might  be  issued  in  the  future,  in  relation  to 
water-power  development,  on  public  domain,  or  navigable  streams 
were  revocable  at  any  time  by  the  Secretary  issuing  the  permit,  and 
without  compensation  for  improvements  made  thereunder 

The  Chairman.  You  object 

Mr.  Weston  (interposing).  Is  that  a  fair  statement  of  the  deci- 
sion, Mr.  Hall  ? 

Mr.  Hall.  I  do  not  think  you  have  stated  the  decision  quite  right 
but  the  practical  result  is  the  same.  I  suppose  they  assumed  they 
had  rights  under  the  old  law  which,  under  the  Utah  decision,  they 
did  not  have. 

Mr.  Weston.  That  is  a  rough  statement  of  the  case,  Mr.  Chairman 

Mr.  Baker.  How  does  that  aflfect  contracts? 

Mr.  Weston.  We  could  not  prcceed.  I  left  out  one  essential  thing, 
Mr.  Chairman.  After  a  survey  going  over  some  months  we  were 
unable  to  find  water  power  or  water-power  development  under 
private  ownership  that  we  could  develop. 

Mr.  Raker.  This  project  was  along  the  public  domain  in  Utah? 

Mr.  Weston.  No,  sir;  in  Washington.  The  only  water  power  we 
could  find — because  of  the  distance 

Mr.  Raker  (interposing).  What  did  they  do;  shut  you  down  with 
that  decision  ? 

Mr.  Weston.  We  were  temporarily  stopped.  The  water  power 
could  not  be  financed,  imder  the  existing  law. 

Mr.  Raker.  Your  plant  was  running? 

Mr.  Weston.  No;  I  beg  your  pardon.  The  plant  was  not  run- 
ning. 

Mr.  Raker.  That  $75,000,000  appealed  to  me,  and  I  wondered 
what  became  of  it. 

Mr.  Weston.  I  said  we  had  contracts  to  that  amount.  We  have 
contracts 

Mr.  Raker  (interposing).  Those  contracts  were  dependent  upon 
your  building  your  project  in  the  State  of  Washington,  depencfent 


WATEK  POWEK.  347 

upon  the  permits  you  wanted  to  obtain  from  the  department  over 
Government  lands,  and  those  are  the  revocable  permits  that  are  now 
provided  for  by  statute. 

Mr.  Weston.  Yes,  sir;  and  the  financial  houses  declined  to  go  any 
further. 

Mr.  Eaker.  You  could  not  get  your  permits  satisfactorily? 

Mr.  Weston.  We  could  get  the  permits,  alright,  but  we  could  not 
be  financed  under  the  permit.  The  financial  houses  would  not  ad- 
vance the  money  on  the  basis  of  the  security  as  presented  in  the  per- 
mit, with  the  permit  we  had. 

Mr.  Hamilton.  This  structure  had  not  taken  actual  shape,  but 
the  decision  of  the  Supreme  Court  obliterated  the  possibilities. 

Mr.  Raker.  The  Supreme  Court,  in  fact,  reaffirmed  the  decisions 
of  the  Department  of  the  Interior,  and  confirmed  those  decisions, 
that  those  permits  were  revocable.  The  Supreme  Court  having  said 
that  the  permits  were  revocable,  you  folks  quit.    That  is  it,  is  it  not? 

Mr.  Weston.  We  have  not  quit.  We  have  been  temporarily  de- 
laved. 

The  Chairman.  I  want  to  say  that  in  that  paper  investigation  my 
sympathies  were  all  with  the  newspaper  publishers.  I  filed  a  mi- 
nority report,  and  therefore  I  suppose  you  do  not  regard  me  as 
hostile. 

Mr.  Weston.  I  am  very  pleased  to  say  that  I  have  not  seen  any 
hostility  from  any  source  in  regard  to  this  legislation.  On  the  con- 
trary, I  want  to  say  I  have  found  the  greatest  interest  and  desire 
from  all  parties  to  get  something  done,  and  done  immediately. 
Being  a  free  lance,  I  have  talked  with  the  water-power  people  and 
with  the  conservation  people,  and  with  the  departments,  and  I  have 
sat  in  conferences  on  the  bill,  and  I  am  quite  confident  that  this 
bill  will  have  behind  it  the  almost  undivided  support  from  all  the 
people  who  have  heretofore  been  in  disagreement,  or  possibly  in 
opposition. 

The  Chairman.  I  wanted  you  to  know  that  the  owners  of  timber 
in  this  country,  the  manufacturers  of  paper,  were  all  opposed  to 
reducing  the  duties  on  either  paper  or  pulp  coming  from  foreign 
countries.  I  took  issue  with  them  about  that,  and  we  brought  it 
down  considerably,  but  did  not  wipe  it  out  altogether. 

Mr.  Weston.  1  can  conceive  of  a  situation  where  paper  manufac- 
turers may  not  be  entirely  enthusiastic  for  this  legislation. 

Mr.  Ferris.  Your  newspaper  association  is  not  engaged  in  conduct- 
ing the  development  of  any  paper  mills^  is  it  ? 

Mr.  Weston.  The  newspaper  association  consists  of  publishers  who 
are  engaged  in  the  publication  of  newspapers. 

Mr.  Ferris.  I  thought  you  stated  that  you  people  had  a  mill,  and 
had  contracted  for  30,000  horsepower.- 

Mr.  Weston.  That  was  myself,  individually;  not  the  association. 

Mr.  Ferris.  Did  you  not  state  also  that  the  association  had  some 
plan  of  that  sort,  whereby  they  sought  to  buy  water  power  from  the 
water-power  plants? 

Mr.  Weston.  That  was  an  individual  proposition. 

Mr.  Ferris.  That  was  a  reference  to  an  individual  case,  and  that 
fell  down  by  reason  of  the  Utah  decision. 

Mr.  Weston.  The  association  had  a  number  of  similar  propositions 
presented  to  it,  and  so  far  as  their  policy  in  the  development  of  news- 
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print-paper  plants  is  concerned,  they  have  endeavored  to  have  new 
mills  started  in  order  to  secure  increased  production  of  news  print 

If  I  may,  Mr.  Ferris,  I  want  to  call  attention  to  this,  that  fiiis  is  a 
new  phase  with  regard  to  hydroelectric  development  I  want  you  to 
clearly  and  distinctly  understand  that  this  is  not  a  public  utility. 
This  IS  the  hooking  up  of  an  industry  to  that  power.  It  is  not  a 
utility.  It  is  a  concrete  illustration,  if  I  may  say,  of  what  will  be 
done  in  the  electrochemical  industry  and  various  things  of  that  kind, 
such  as  the  electrothermal  production  of  iron  which  has  been  done  in 
Sweden. 

Mr.  Ferris.  The  immediate  interest  that  you  and  your  association 
have  in  it  is  to  get  cheap  power,  so  that  you  can  get  cheaper  wood 
pulp. 

Mr.  Weston.  The  immediate  interest  we  have  in  it  is  to  develop 
tonnage  to  relieve  the  market,  and  from  an  economical  standpoint  the 
power  must  be  cheap  power. 

Mr.  Ferris.  Then  the  point  you  make  is  that  there  is  a  potentiality 
in  the  Western  States,  and,  in  fact,  all  over  the  country  which  could 
be  easily  developed  under  intelligent  laws  which  would  give  you  an 
assurance  of  a  supply  of  wood  pulp  and  which  would  bring  about 
good  results  all  around. 

Mr.  Weston.  Except  that  the  wool  pulp  is  localized  to  the  Pacific 
coast  States. 

Mr.  Ferris.  But  there  is  ample  power  there  to  develop  it? 

Mr.  Weston.  Undoubtedly. 

Mr.  Ferris.  In  your  statement  in  chief  you  proceeded  to  state  the 
potentiality  of  hydroelectric  energy  in  each  of  the  several  States. 

Mr.  Weston.  Yes,  sir. 

Mr.  Ferris.  I  wondered  if  you  had  made  a  compilation  of  all  the 
States  or  just  the  States  where  wood  pulp  prevailed. 

Mr.  Weston.  I  took  those  figures  from  a  table  published  in  Mr. 
Merrill's  book,  in  1915,  which  was  reproduced  in  the  Annalist,  of 
New  York. 

Mr.  Ferris.  Those  were  the  figures  I  asked  for  the  other  day? 

Mr.  Weston.  I  assume,  very  generally. 

Mr.  Ferris.  I  asked  Mr.  Merrill  at  that  time  to  incorporate,  as 
nearly  as  could  be  done,  by  States,  the  potential  horsepower  and  the 
developed  horsepower,  and  Mr.  Merrill  agreed  to  do  that. 

Mr.  Weston.  These  figures,  Mr.  Ferris,  give  the  maximum  poten- 
tial horse  power  in  the  United  States  as  60,713,200,  of  which  Federal 
permits  are  required  on  46,913500. 

Mr.  Ferris.  I  merely  wanted  to  know  if  there  was  anything  new 
in  addition  to  what  Mr.  Merrill  had  presented  to  our  committee. 
Those  figures  extend  up  to  about  1915,  do  they  not? 

Mr.  Weston.  That  is  my  understanding. 

Mr.  Ferris.  So  far  as  you  know  there  have  been  no  new  figures 
since  that  time. 

Mr.  Weston.  I  tried  to  get  additional  figures  and  bring  them 
down  to  date,  and  I  abandoned  it.  I  found  everybody  were  basing 
their  estimates 

Mr.  Ferris  (interposing).  On  the  figures  they  then  had? 

Mr.  Weston.  On  the  figures  they  then  had,  either  from  this  source 
or  from  some  figures  that  were  in  the  Interior  Department. 
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Mr.  FraRis.  There  are  three  sources  from  which  to  get  figures. 
Mr.  Merrill  has  been  the  source  for  figures  in  reference  to  the  forest 
reserves,  the  Geological  Survey  has  been  the  source  for  the  figures  in 
reference  to  the  puolic  lands,  and  the  board  of  engineers  in  the  War 
Department  has  been  the  source  for  the  figures  in  reference  to  the 
navigable  streams.    Is  that  about  right? 

Mr.  Weston.  Yes,  sir. 

Mr.  Ferbis.  Are  there  any  additional  figures  you  have  or  that  any 
of  the  engineers  have,  or  that  anyone  has,  within  your  knowledge 
other  than  those  three  sources  of  fibres  that  have  been  mentioned  on 
the  potentiality  and  on  the  actuality  of  water  power  in  the  United 
States? 

Mr.  Weston.  Not  that  I  know,  and  they  are  accepted  as  estimates. 

Mr.  Ferris.  To  be  sure,  and  only  rough  estimates. 

Mr.  Weston.  Bough  estimates  at  that. 

Mr.  Ferris.  And  no  one  would  desire  to  hold  anyone  to  those 
figures  as  being  other  than  rough  estimates. 

Mr.  Weston.  Except  that  the  general  opinion  seems  to  be,  in 
talking  with  engineers  and  hydroelectric  people,  that  the  ultimate 
development  of  the  country,  the  ultimate  possible  development  would 
be  yery  much  larger. 

Mr.  Ferris.  There  is  no  doubt  that  is  true,  due  to  the  storage  bat- 
teries and  other  modern  scientific  developments  that  go  along  with 
that. 

Mr.  Weston.  Yes,  sir. 

Mr.  Ferris.  I  want  to  ask  you  about  the  dropping  off  of  immigra- 
tion and  the  scarcity  of  labor,  that  being  an  additional  excuse  for 
the  hasty  development  of  the  water-power  lands.  I  am  in  agree- 
ment with  your  views  about  that,  but  I  want  to  ask  you  whether 
you  attribute  the  dropping  off  of  immigration  to  any  other  cause 
than  the  war  and  the  closing  of  the  sea,  or  do  you  attribute  it  to  the 
immigration  laws,  or  what  do  you  attribute  it  to  ? 

Mr.  Weston.  Absolutely  as  the  result  of  the  war;  and  going  fur- 
ther along  that  line,  Mr.  Ferris,  there  is  this:  You  must  remember 
that  the  stoppage  of  the  source  of  supply  will  probably  be  per- 
manent.   

Mr.  Ferris.  What  is  your  theory  about  that? 

Mr.  Weston.  The  withholding  of  man  power  in  Germany  and  in 
other  countries  of  Europe.  I  do  not  think  it  is  conceivable  that  they 
are  going  to  allow  emigration  to  take  place. 

Mr.  Ferris.  So  you  think  that  while  the  war  is  the  immediate 
<Miuse,  that  that  immediate  condition  will  become  permanent? 

Mr.  Weston.  Yes. 

Mr.  Ferris.  And  that  merelv  accentuates  the  necessity  of  the  early 
and  intelligent  development  of  the  resources  we  have  as  labor-saving 
devices,  such  as  hydroelectric  energy  ? 

Mr.  Weston,  ^^es,  sir;  and  I  want  to  say  to  you,  sir,  that  I  am 
quite  sure  it  must  be  a  source  of  pleasure  to  you,  as  it  has  been  to 
me,  that  in  going  into  this  subject,  while  I  was  at  first  actuated  by 
personal  interests,  I  have  long  since  lost  the  personal-interest  angle. 
It  has  been  my  good  fortune  to  be  associated  in  a  mild  way  in  one 
of  the  things  that  has  to  do  with  the  well-being^  of  the^  Nation,  more 
than  any  one  thing  I  can  think  of,  and  I  think  in  passing  that  legis- 
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lation  it  will  be  one  of  the  big  American  things  that  you  can  do.  It 
has  been  a  great  source  of  pleasure  to  me  to  have  been  engaged,  as  I 
have  been  lor  the  last  eight  or  nine  months,  at  large  personal  sacri- 
fice, in  that  work.     I  think  I  have  been  amply  repaid. 

Mr.  Ferris.  You  did  not  appear  before  our  committee  four  years 
ago? 

Mr.  Weston.  No,  sir. 

Mr.  Ferris.  Were  you  interested  in  it  at  that  time? 

Mr.  Weston.  No,  sir;  I  have  never  before  been  associated  with 
water-power  matters. 

Mr.  Ferris.  In  response  to  a  question  by  the  chairman,  you  gave 
a  broad  approval  of  all  the  provisions  in  the  bill.  Have  you  ^one 
over  the  amendments  pretty  carefully? 

Mr.  Weston.  The  policy  of  cur  committee  was  that  we  would  not 
attempt  to  introduce  any  legislation  of  any  kind  or  shape  or  form, 
but  that  we  would  try  to  carefully  consider  each  type  of  legislation 
presented,  and  try  to  be  included  in  the  consideration  of  that  legis- 
lation. Therefore,  through  the  courtesy  of  the  departments  of  Mr. 
Merrill  and  the  other  gentlemen,  I  had  an  opportunity  to  pass  on 
every  section  of  the  bill  from  time  to  time. 

Mr.  Ferris.  So  vou  are  familiar  with  all  the  amendments  that 
were  offered  subsequent  to  the  original  committee  print,  and  they 
have  your  approval,  the  same  as  the  other  provisions  of  the  bill? 

Mr.  Weston.  Yes,  sir. 

Mr.  Ferris.  And  your  approval  of  the  50-year  term  is  with  the 
hope  that  it  may  be  broadened,  and  that  there  may  be  a  provision  for 
an  additional  permit  beyond  that? 

Mr.  Weston.  I  think  the  50-year  term  is  basic,  and  I  think  it  will 
get  the  net  results  we  want,  and  that  is  development. 

Mr.  Ferris.  You -are  not  in  agreement  with  Mr.  Kelley,  about  the 
proposition  in  reference  to  amortization  within  the  term  of  50  years? 

Mr.  Weston.  I  do  not  think  so. 

Mr.  Ferris.  Of  course,  you  have  no  practical  example  of  amortiza- 
tion under  existing  water  powers.  We  have  no  water  power  in  the 
country  which  is  50  years  old. 

Mr.  Weston.  No. 

Mr.  Ferris.  The  earliest  water  power  we  have  was  established  in 
1890,  out  in  Colorado,  and  prior  to  that  we  had  no  hydroelectric 
development. 

Mr.  Weston.  I  hestitate  to  quarrel  with  Mr.  Kelley,  who  is  an 
astute  financier,  because  he  has  a  wonderful  gift  of  putting  into  words 
and  enforcing  this  thought  so  strongly  that  he  automatically  dissas- 
sociates  every  qualification  that  might  be  in  your  mind.  It  is  like  the 
situation  when  you  jump  into  the  river.  It  takes  you  some  time  to 
get  back.  Therefore,  I  do  not  want  to  disagree  with  him,  and,  there- 
fore, I  am  only  basing  my  statement  on  my  knowledge. 

Mr.  Ferris.  Your  knowledge  could  not  be  knowledge  of  any  50- 
year  period,  because  we  have  not  had  any  water-power  development 
that  is  50  years  old. 

Mr.  Weston.  We  have  not.  Therefore,  I  say  that  fundamentally 
I  do  not  understand  the  risk  that  could  be  run  tnere. 

Mr.  Ferris.  You  do  not  agree  with  that. 

Mr.  Weston.  In  other  words,  I  have  been  looking  out  for  posterity 
for  a  great  many  years.    I  think  posterity  ought  to  have  a  little 
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chance.  If  I  may  put  it  in  a  homely  and  an  awkward  way,  the 
Kaiser,  when  he  crossed  the  frontier  of  Belgium  kicked  the  stuffing 
out  of  time  and  set  the  clock  of  democracy  back  and  puts  us  in 
jeopardy.  At  the  same  time  he  brought  the  century  that  belongs  to 
posterity  down  to  date,  and  we  are  looking  both  backward  and  for- 
ward, and  we  have  to  keep  in  mind  that  we  must  look  out  for  our 
necessity.  Therefore,  many  water  powers  which  under  normal  condi- 
tions might  have  remained  for  development  by  posterity,  the  Huns 
have  now  made  an  immediate  imperative  necessity  for  our  self- 
preservation. 

Mr.  Ferris.  Have  you  examined  the  recapture  clause  as  it  now 
stands! 

Mr.  Weston.  Yes,  sir. 

Mr.  Ferris.  You  think  the  recapture  clause  as  it  now  stands  is 
about  what  it  should  be? 

Mr.  Weston.  I  am  satisfied  with  the  recapture  clause,  but  if  in  the 
judgment  of  Congress,  your  desire  is  to  speed  the  development,  I 
believe  that  you  will  accelerate  development  by  putting  it  in  the 
words  of  the  Constitution,  "  just  compensation."  I  hold  no  brief  for 
that,  but  that  is  my  judgment.  I  think  that  the  words  "  just  com- 
pensation" would  do  much  to  speed  the  development.  My  reason 
for  that  is  this :  In  talking  with  Mr.  Krauthoff,  one  of  the  most  able 
bondmen  in  the  country,  1  found  that  he  was  very  emphatic  on  that, 
as  was  also  Mr.  Sead,  of  Sead  &  Co.  There  are  two  typical  houses 
of  the  most  conservative  type  of  investment  bankers.  In  no  sense 
could  they  be  considered  promotion  bankers. 

Mr.  Ferris.  Under  the  law  as  it  now  stands,  the  revocable  permit 
law,  as  it  is  interpreted  by  the  decision  in  the  Utah  case,  all  that  any 
water-power  development  can  do  now  is  to  get  a  revocable  permit 
under  which  it  may  operate,  and  which  is  revocable  at  the  will  of 
the  grantor  of  the  permit.    Is  that  true  ? 

Mr.  Weston.  Yes.  sir. 

Mr.  Ferris.  Nowhere  in  the  law,  nowhere  in  any  regulation  is 
there  any  agreement  of  any  sort  on  the  part  of  the  Federal  Govern- 
ment to  buy  back  or  take  over  or  recoup,  or  anything  of  that  sort, 
is  there? 

Mr.  Weston.  No,  sir. 

Mr.  Ferris.  Ought  not  you  and  your  associates  be  very  careful  in 
asking  Congress  to  make  too  big  a  jump  in  attempting  to  get  a 
revocable  permit  law  and  agreement  to  buy  back  everything  at  the 
end  of  this  50-year  period,  fearful  that  you  may  load  the  wagon  so 
heavily  that  it  will  breakdown.  I  am  really  in  hopes  that  we  can 
get  a  water-power  bill  that  will  be  passed  by  Congress.  It  is  almost 
a  shame  and  disgrace  to  let  water-power  development  drag  any 
longer,  but  at  the  same  time,  I  think  we  ought  not  to  be  too  ravenous 
in  regard  to  this  matter,  fearful  that  we  will  get  nothing. 

Mr.  Weston.  I  do  not  understand  the  recapture  clause  in  that  way, 
Mr.  Ferris.  I  do  not  understand  that  the  Government  must  take 
back,  but  that  they  may.  My  understanding  is  that  the  Govern- 
ment has  a  mighty  good  option  that  they  may  exercise,  but  they  are 
not  required  to  exercise  it. 

Mr.  Ferris.  Do  you  know  of  any  other  franchise  of  any  sort,  rail- 
road franchise,  street-railroad  franchise,  gas  or  electric  franchise,  or 
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any  other  electric  franchise  issued  by  any  municipality,  or  any  gov- 
ernment of  any  State,  where  they  agreed  to  buy  bade  anything  at 
the  end  of  the  term  of  the  franchise  ? 

Mr.  Weston.  I  am  not  familiar  with  those  things. 

Mr.  Ferbis.  There  are  no  such  cases,  are  there? 

Mr.  Weston.  I  could  not  say. 

Mr.  Ferris.  If  the  city  of  Washington  granted  a  franchise  for  30 
years  to  a  street  railway  company  to  transport  cars  and  traffic  over 
the  streets  of  the  city,  they  do  not  agree  to  take  back  any  of  that 
material  at  the  end  of  that  time,  do  they? 

Mr.  Weston.  I  think  not. 

Mr.  Ferris.  Does  not  the  investor  in  that  case  take  a  chance  that 
he  may  be  dispossessed  of  that,  and  that  the  licensing  authority  may 
grant  that  franchise  to  .another  without  compensation  or  reward  of 
any  kind? 

Mr.  Weston.  Apparently  he  does;  yes,  sir. 

Mr.  Ferris.  Is  it  because  of  the  extreme  hazard,  is  it  because  of  the 
newness  of  the  project,  or  what  is  it  that  makes  the  men  who  invest 
their  money  in  these  propositions  say  that  the  Government  must  first 
grant  them  the  eye  of  needle,  which  is  the  water-power  site  for  a 
term  of  50  years — what  is  it  that  impels  them  to  say  that  the  Federal 
Government  must  write  also  with  the  law  a  solemn  obligation  to  buy 
back  everything  at  the  end  of  the  term  of  the  lease?  What  is  the 
answer  to  that  ?    I  can  not  keep  up  with  that. 

Mr.  Weston.  The  answer  to  that  is  this:  Money  is  very  competi- 
tive, probably  the  most  competitive  thing  on  the  face  of  the  earth, 
and  also  the  most  impersonal  thing.  Money  pretty  nearly  makes  the 
rules  under  which  it  will  go  into  an  enterprise;  it  does  not  directly 
make  the  rules,  but  by  choosing  between  two  enterprises  as  to  where 
it  will  go,  and  when  jou  go  out  to  get  money  on  a  development  you 
are  in  competition  with  other  industries  or  other  enterprises,  and  if 
the  restrictions,  or  what  money  thinks  are  restrictions  on  your  water- 
l)Ower  developments  are  such  that  other  types  of  development  are 
very  much  more  satisfactory,  money  is  going  into  the  other  types  of 
development. 

The  Chairman.  You  are  really  then  a  prospective  or  proposed 
manufacturer  of  paper,  rather  than  a  developer? 

Mr.  Weston.  Yes,  sir. 

The  Chairman.  I  was  mixing  you  up  with  the  publishers'  inter- 
ests. Your  paper  has  been  coming  to  me,  and  it  spoKe  about  a  paper 
mill,  and  I  interred  it  was  organized  by  paper  users. 

Mr.  Weston.  That  is  the  fact.  It  was  an  association  that  happened 
to  be  a  combination  of  publishers,  and  I  am  interested  there. 

The  Chairman.  Your  interest  in  the  legislation  is  as  a  proposed 
manufacturer  of  paper? 

Mr.  Weston.  That  is  my  personal  interest,  but  representor  the 
committee  in  matters  of  legislation,  as  I  do,  I  would  also  like  to  say 
that  their  interest  is  general  in  the  bill,  so  that  anybody — ^not  me 
especially — can  go  out  in  paper-mill  development. 

The  Chairman.  Your  personal  interest  is  that  of  a  manufacturer, 
and  your  representative  interest  is  as  a  user  of  that  manufactured 
product? 

Mr.  Weston.  Yes,  sir. 
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Mr.  Lever.  In  answering  some  of  Mr.  Ferris's  questions  you,  I 
think,  may  have  given  the  conmiittee  the  impression  that  in  the  re- 
captui-e  clause  there  was  a  compulsory  provision  making  it  compul- 
sory upon  the  part  of  the  Government  to  take  over  these  concerns  at 
the  encl  of  the  license  period.    You  do  not  mean  that,  do  you? 

Mr.  Westox.  I  do  not  mean  to  be  so  understood.  I  say  the  Gov- 
ernment has  the  option,  but  my  understanding  of  the  recapture  clause 
js  that  they  are  not  required  to  do  that. 

Mr.  Ferris.  The  only  alternative  is  to  let  them  go  on,  and  it  seems 
to  me  that  that  is  the  same  thing.  It  is  a  question  of  either  taking 
that  over  or  letting  them  go  on,  and  it  amounts  to  the  same  thing. 

Mr.  Lever.  Have  you  considered  the  feasibility  and  the  practica- 
bility of  the  proposition  that  at  the  end  of  the  60  years  this  natural 
monopoly  which  is  going  to  mean  so  much  to  the  country  when  de- 
veloped, might  not  after  all  come  under  the  ownership  and  control 
of  the  Government  and  be  operated  by  the  Government « 

Mr.  Weston.  I  think,  Mr.  Lever,  that  is  a  pretty  wide  question. 

Mr.  Lever.  I  know  it  is. 

Mr.  Weston.  I  probably  might  come  under  the  definition  that  ran 
around  here  a  while  back  in  reference  to  an  optimist,  and  the  defi- 
nition that  he  was  the  man  who  saw  a  light  when  there  was  no  light, 
and  the  pessimist  blew  out  the  light.  1  can  see  a  light  there  in  the 
future.  I  think  we  ought  to  place  normal  safeguards  around  this,  but 
I  think  we  ought  not  to  go  too  far  into  the  question  of  what  is  going 
to  happen. 

Mr.  Levt:r.  As  a  matter  of  fact,  is  not  the  present  tendency  of 
thought  in  this  country  and  in  the  world  in  the  direction  of  Govern- 
ment ownership  of  all  these  natural  monopolies? 

Mr.  Ferris.  Mr.  Chairman,  I  have  here  a  letter  from  Mr.  Horace 
T.  Campion,  an  engineer  of  New  York,  stating  in  detail  his  views  in 
regard  to  this  bill  and  suggesting  certain  amendments.  In  as  much 
as  Mr.  Campion  does  not  expect  to  appear  before  the  committee,  I 
would  like  to  have  this  letter  inserted  in  the  record. 

The  Chairman.  If  there  is  no  objection  the  letter  will  be  inserted 
in  the  record  at  this  point. 

(The  matter  referred  to  is  as  follows:) 

(Paine,  McCleUan  ft  Campion,  ensrineere.  25  Church  Street,  New  York;   112  South  Six- 
teenth Street,  Philadelphia.] 

Wahhinoton,  Alarvh  21,  J 9 IS. 
Hon.  Scott  Ferbis,  Washington,  D,  C, 

My  Deab  Mb.  Fixbis:  Permit  me  to  thank  you  for  the  opportunity  of  sub- 
mitting the  attached  argument  for  your  information. 

I  have  been  unnble  to  attend  the  meetings  of  the  committee,  8*iy,  for  one 
morning  session ;  but  the  subject  has  been  argued  so  after  that  I  would,  even 
had  I  the  time  to  do  so.  refniin  from  burdening  the  committee  by  anything 
that  I  might  say. 

I  much  prefer  to  place  the  views  that  I  have  in  common  with  Dr.  McGlellaa 
before  you  for  your  eonsidenition  as  you  suggested.     We  will  naturally  be 
most  happy  to  answer  any  questions. 
Yours,  respectfully, 

H.  T.  OAMPIOlf. 
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Paine,  McCleixan  &  Caupioh, 
New  York  Vity,  Marth  tO,   /9JH. 
Hon.  Scott  Ferkis, 

Committee  on  Public  Lands, 

Bouse  of  Representatives f  Washington,  D,  C, 

My  Dear  Mb.  Feruis:  The  purpose  of  the  House  substitute  for  Senate  Hill 
1419,  to  "create  ai  Federal  power  commission"  antl  to  "provide  for  the  de- 
velopment of  water  power  ",  is  clearly  defined  by  its  title.  Nothing  ncHsl  lie 
said  about  the  creation  of  the  commission,  and  it  is  evident  from  the  wordinj: 
of  the  bill  that  it  is  the  intention  to  have  the  development  of  water  |x>wers 
undertaken  by  private  capital.  It  is  therefore  unneces,sary  to  discuss  the 
merits  of  development  by  the  Federal  GovernnuMit  in  comparison  with  private 
development. 

The  principal  question  to  be  dtscussed,  therefore,  is  whether  private  capital 
can  be  induced  to  invest  in  hydroelec-tric  development  under  the  terms  of  the 
present  bill.  What  is  private  capital?  For  this  discussion  it  falls  into  three 
classes  as  represented  by  types  of  investors,  namely,  the  conservative  Investor, 
the  speculative  investor,  and  the  industrial  investor. 

The  conservative  Investor  is  the  one  who  is  not  willing  to  buy  a  risk  and. 
therefore,  is  satisfied  with  a  very  low  return  on  his  money.  Usually  he  w.niits 
a  first  mortgage  bond  representing  a  safe  fractional  equity.  As  a  rule  the 
proi)erty  must  have  been  operated  long  enough  to  demonstrate  its  stability 
and  permanent  earning  power.  Properties  organized  and  developed  under  the 
present  bill  make  no  appeal  to  such  an  investor. 

The  speculative  investor  seeks  risks  because  he  thinks  he  can  measure  and 
evaluate  them  in  advance.  He  is  willing  to  look  at  the  physical,  business, 
and  social  circumstances  of  a  given  project  and  determine  whether  In  view  of 
these  he  can  safely  invest  his  money  in  conjunction  with  resourcefulness, 
self-confidence,  tact,  iwlitical  ability,  and  other  moral  resources.  The  main- 
spring of  his  effort  is  not  philanthropy,  although  he  may  l>e  philanthropic 
but  business.  He  therefore  demands  a  return  on  all  his  investment,  which  in 
this  case  is  far  more  than  the  money  investment.  Based  on  the  money  in- 
vestment the  rate  always  seems  large.  Because  of  the  various  contingencies 
Involved  the  actual  return  on  the  money  investment,  when  the  project  works 
out,  may  be  far  less  than  the  figured  rate.  There  must  also  be  an  elasticity  in 
the  conditions  surrounding  the  investment,  particularly  in  regard  to  the  time 
allowed  to  make  the  venture  a  success.  I  am  forced  to  think  that  the  specu- 
lative Investor,  pure  and  simple,  will  not  be  drawn  into  the  water-power  field 
by  this  bill.  It  Is  obvious  that  he  can  expect  return  on  his  money  investment 
only  and  at  a  relatively  low  rate.  He  faces  regulation  throughout  the  period  uf 
his  effort  and  is  comiielled  to  speculate  as  to  the  changing  attitude  of  the 
regulating  power  during  a  period  of  years  in  which  social  conditions  may 
undergo  Important  changes.  It  Is  true  that  he  would  be  allowed  to  charge 
Into  the  money  Investment  recompense  for  definite  time  expended,  but  there  Is 
no  intimation,  and  It  Is  hardly  to  be  expected,  that  this  investment  allowance 
could  ever  be  made  equivalent  to  what  the  speculative  investor  asks  in  return 
for  the  risk  he  takes. 

I  firmly  believe  that  the  only  hope  of  development  of  water  powers  In  this 
country  by  private  capital  is  through  the  Industrial  investor,  but  I  am  not  san- 
guine that  a  feasible  scheme  can  be  worked  out.  The  Industrial  Investor  is  one 
who  Invests  in  a  great  industrial  enterprise  in  which  the  returns  are  to  come 
from  the  private  manufacture  and  in  which  a  large  power  house  is  an  inci- 
dental part  of  the  plant.  Such  a  power  house  is  regarded  as  an  expense  ami 
not  a  profit-making  investment.  One  can  imagine  a  group  of  financiers  organiz- 
ing a  corporation  on  a  large  scale  for  the  manufacture  of  fertil laser,  the  retluc- 
tlon  of  metals  or  the  like,  and  deciding  to  locate  the  plant,  with  its  manufac- 
turing facilities.  Its  village  for  workers,  etc.,  near  a  sufficiently  large  power  site, 
80  that  it  could  develop  this  site  as  its  power  plant.  Even  in  this  case,  how- 
ever, there  would  have  to  be  a  definite  certainty  In  regard  to  the  supply  of 
water  and  the  cost  of  the  Investment,  which  frequently  does  not  exist  at  the 
outset  of  such  a  project.  Therefore,  even  the  industrial  investor  could  not  be 
expected  to  complete  a  very  general  development  of  water  power  resources  in 
this  country. 

We  talk  of  conservation  of  natural  resources,  but  so  far  we  have  insisted  that 
the  conservation  be  profitable.  In  this  there  Is  a  conflict  of  rea<^ning.  If, 
without  doubt,  conservation  were  profitable  to  the  present  day    investor    we 
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should  not  be  talking  about  It.  We  should  not  need  to.  As  a  matter  of  fact, 
however,  conservation  as  such  Is  not  profitable  to  the  present-day  Investor.  The 
problem  is  exactly  similar  to  the  road  situation  In  this  country  when  it  was 
left  to  the  private  Investor.  As  a  result  toll  roads  were  built  where  they  were 
profitable.  We  have  seen  the  forest  situation  handled  in  this  country  almost 
entirely  by  the  private  investor  and  we  know  the  awful  result,  where  there 
has  been  absolutely  no  conservation.  The  coal  situation  has  been  handled  by 
the  private  Investor  and  the  damage  as  yet  is  not  so  apparent,  but  the  increas- 
ing call  for  conservation  indicates  Uiat  those  with  the  most  Insight  see  what  the 
future  has  in  store  for  us.  As  long  as  we  figure  the  advisability  of  a  water- 
power  project  on  the  basis  of  the  present  price  of  coal  there  will  be  few  in- 
vestors, and  yet  it  is  only  on  this  basis  that  we  can  have  any  private  Investors 
at  fill.  It  is  only  when  we  work  our  problem  out  from  the  standpoint  of  con- 
servation, which  means  the  good  of  this  and  succeeding  generations,  that  we  see 
the  tremendous  value  of  the  development  of  water  powers.  This  points,  how- 
ever, surely  and  definitely  to  the  fact  that  their  development  cannot  be  expected 
by  private  capital.  The  Grovernment  must  act  in  one  or  iwo  ways;  either  it 
must  assume  the  risk  by  granting  returns  to  the  conservative  Investor,  or  it 
muf^t  give  the  speculative  investor  almost  carte  blanche  to  take  the  risks  of  the 
enterprise  and  pay  himself  for  them  as  best  he  may.  The  history  of  the  de- 
velopment of  electric  light,  street  railway  system,  railroad  and  other  public 
utilities,  shows  that  in  Individual  cases  the  returns  may  be  huge,  in  other  Indi- 
vidual cases  the  losses  may  be  huge,  but  as  a  general  average  the  returns  are 
questionably  excessive. 

I  must,  therefore,  regard  the  present  bill  as  an  experiment  made  in  the  hope 
that  my  conclusions  above  are  w^rong.  I  think  this  experiment  is  worth  trying, 
because  even  a  casual  observer  of  the  general  situation  must  conclude  that,  gen- 
erally speaking,  this  is  the  only  kind  of  a  bill  that  would  pass.  I  think  it  wise 
to  have  eliminated  all  the  questions  of  fair  value.  I  think  that  every  invest- 
ment ought  to  be  evaluated  at  the  time  it  Is  made,  whether  it  is  put  in  as  such, 
or  is  paid  for  promotion  or  other  services.  The  investment  ought  to  be  kept 
according  to  a  system  of  accounts  prescribed  in  advance  and  the  return  at  any 
period  of  the  venture  ought  always  to  be  based  on  what  the  accounts  show  and 
not  on  a  value  to  be  determined  by  appraisers  with  the  help  of  commissions  or 
courts.  The  several  detail  changes  that  might  be  suggested  are  few  and  rela- 
tively unimportant.  The  discussion  by  many  eminent  men  in  the  hearings  be- 
fore the  Committee  of  Public  Lands  in  the  second  session  of  the  Sixty-third 
Congress  on  H.  R.  14803,  brought  out  the  fact  that,  in  addition  to  the  menace  of 
revocable  permits,  capital  would  demand,  not  only  a  return  of  the  full  Investment, 
but  a  share  of  the  speculative  profits,  sometimes  called  increment  in  value,  if 
there  was  no  guaranty  of  interest  returns. 

If  it  were  possible  to  guarantee  a  reasonable  rate  of  return  on  money  in- 
vested the  recapture  of  a  property  could  be  effected  on  book  costs  If  a  standard 
authorized  system  of  accounting  was  adopted  by  the  proposed  commLssion,  and 
its  provision  enforced  by  them. 

This  guaranty  is  an  extremely  diflScuU  thing  to  obtain  and  it  might  work  a 
great  hardship  on  the  customers  of  a  utility  if  there  had  been  an  unwise  or  ex- 
travagant investment — ^further  a  guaranty  of  a  return  by  the  terms  of  this  bill 
might  infringe  on  the  Jurisdiction  of  the  public  utility  commission  of  the  sev- 
eral States. 

With  the  sole  purpose  of  making  the  bill  elastic  enough  to  induce  private  cap- 
ital into  the  development  of  water  powers,  we  are  suggesting  certain  omissions 
and  substitutions  in  the  wording  of  the  bill,  and  stating  the  reasons  as  they 
appear  to  us  for  such  changes. 

Page  11,  line  Jl:  After  the  word  "determines"  Insert  "after  considering  all 
evidence  offered." 

This  insertion  Is  made  as  an  additional  safeguard  in  order  that  a  commission 
might  not  act  without  proper  deliberation  and  that  the  charge  might  not  be 
made  that  any  actual  decision  they  made  was  without  consideration  of  evidence. 

Page  14,  line  5:  After  the  word  "annum"  insert  "nor  more  than  50  cents 
per  horsepower  per  annum." 

This  is  inserted  in  order  that  a  maximum  limit  as  well  as  a  minimum,  may 
be  known  before  applications  for  licenses  are  made.  There  Is  no  great  virtue  in 
the  amount  of  50  cents  any  more  than  there  is  in  the  minimum  amount  of  10 
cents.  It  would  probably  be  much  better  to  have  one  fixed  rate  that  would  be 
known  to  all  applicants.    In  the  hearings  before  the  Committee  on  Public  liands 


356  WATEB  POWER. 

in  the  second  session  of  the  Sixty-third  Congress  on  H.  R.  14893.  a  tax  of  25 
cents  per  horsepower  was  suggested,  and  one  of  the  witnesses  stated  thnt  a 
project  that  could  not  stand  a  tax  of  25  cents  per  horsepower  per  annum  should 
not  be  developed.    This  is  as  true  to-day  as  it  was  then. 

It  is  evident  that  the  expenses  of  the  commission  should  be  met  by  revenues 
obtained  by  licenses  and  if  the  development  of  water  powers  is  made  possible 
by  this  bin  in  the  amount  to  be  expected  a  charge  of  25  cents  would  go  a 
long  way  toward  meeting  these  expenses.  This  charge  should  be  well  con- 
sidered before  being  adopted. 

Page  1^:  Omit  line  16  after  the  word  *' Provided";  omit  line  17  and  line  IS 
and  the  first  three  words  of  line  10. 

If  the  license  fee  is  a  charge  for  defraying  all  or  a  part  of  the  expenses  of  the 
commission  there  is  no  reason  why  States  and  municipalities  should  not  bear 
their  share  of  these  expen.ses. 

Page  IS,  line  16:  Omit  line  16  after  the  word  "  pay."  Omit  first  four  words 
of  line  17  and  Insert  In  place  of  the  commissions  "  fair  and  Just  compensation 
for  the  property  taken." 

This  change  is  made  in  order  to  simplify  the  terms  of  recapture.  Unless 
the  title  is  definitely  known,  and  the  terms  of  recapture  by  the  Government 
clearly  set  forth  so  that  there  c?in  be  no  question  arise  as  to  possible  inter- 
pretation of  "  fair  value  "  and  "  original  cost,"  at  the  expiration  of  the  lioeose 
it  would  be  Impossible  to  finance  any  development.  The  following  quotations 
from  the  referendum  of  the  Chamber  of  Commerce  of  the  United  States  of 
America  states  this  very  clearly : 

"No  element  of  the  proposed  legislation  is  more  vitally  Important  than  the 
terms  upon  which  the  property  of  the  permittee  may  be  taken  from  him  at 
the  expiration  of  the  permit.  If  he  can  not  be  assured  that  in  case  his  prop- 
erty is  taken  he  will  receive  "Just  compensation"  therefor,  he  will  invest 
his  money  in  other  enterprises.  The  words  "  Just  compensation "  carry  an 
assurance  of  protection  and  fair  dealing,  and  a  sense  of  security.  Any  attempt 
to  amplify  or  limit  "  Just  compensation "  by  definitions  and  refinements  of 
**  fair  value,"  "  original  cost,"  and  other  expresslorft,  and  as  yet  undefined  by 
the  courts,  leads  to  uncertainty  which  Is  the  one  thing  which  must  be  avoided. 
All  these  mooted  technicalities  will  be  settled  by  the  courts  and  the  com- 
missions long  before  any  of  these  permits  terminate.  It  is  diflicult  to  see  why 
either  the  public  or  the  investor  should  not  be  satisfied  to  rely  upon  tlie  ex- 
pression "  Just  compensation  "  and  trust  to  its  interpretation  and  application 
by  the  Federal  courts  In  the  light  of  public  opinion  as  It  shall  be  refliected  in 
the  law  50  years  In  the  future." 

Page  ^19,  line  3:  Omit  the  words  "  fair  value  "  insert  "  Just  compensation." 

Page  10,  line  9:  Omit  line  9  after  the  word  "excess"  and  omit  line  10. 
Insert  In  place  of  the  ommisslon  "of  the  actual  book  costs  as  shown  by  oc- 
counts  kept  In  conformity  with  a  standard  system  of  accounts  adopted  by  the 
commission." 

This  change  Is  made  in  order  to  remove  any  doubt  as  to  what  "  reasonable 
cost"  of  the  value  for  water  rights,  rights  of  way,  land  or  interest  In  water 
rights  may  be. 

Page  19,  line  1^:  Insert  after  the  word  "  authorized  "  "  to  renew  the  original 
license." 

This  Insertion  is  made  for  the  puriwse  of  clearing  the  title.  If  there  is  any 
reason  for  increasing  rentals  or  If  the  business  of  the  company  may  have  been 
slow  In  development  so  that  increased  rentals  would  create  a  burden,  the 
licensee  should  be  permitted  to  continue  in  possession  until  such  time  as  the 
project  reaches  the  point  where  It  would  stand  additional  burdens. 

Page  19,  line  16:  Omit  line  16  after  the  word  "conditions"  and  omit  first 
four  words  of  line  17  and  insert  in  place  of  the  omission  "  as  may  be  mutually 
agreed  upon  by  the  commission  and  licensee." 

This  change  Is  made  In  order  to  clear  up  the  question  of  title  at  the  expira- 
tion of  the  license.  No  project  could  be  financed  where  the  title  might  depend 
on  laws  and  regulations  existing  50  years  after  the  license  was  granted,  but 
unknown  at  the  time  of  leasing. 

Page  19,  end  of  page:  At  the  end  of  page  19  insert  "  Provided,  That  all  terms 
and  conditions  being  equal,  the  original  licensee  shall  have  priority  over  any 
new  licensee." 

This  provision  Is  inserted  in  order  that  the  company  leasing  the  project  and 
developing  it  through  its  initial  stages  may  not  be  forced  to  relinquish  Uie 
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fruits  of  their  labor  without  Jast  cause.  If  they  are  put  on  an  equal  basis 
with  any  other  application  for  the  same  license  the  interests  of  the  public  will 
be  served  by  allowing  them  to  continue  In  possession. 

The  suggested  changes  and  the  reasons  for  them  are  stated  briefly  for  your 
consideration.  The  reasons  given  have  been  elaborated  in  the  hearings  men- 
tioned above,  and  without  doubt  the  same  reasons  will  be  amplified  by  wit- 
aesses  at  your  present  hearing,  as  the  fundamental  facts  are  known  to  every- 
one connected  with  hydroelectric  development,  more  particularly  those  who  have 
been  engaged  In  either  financing  such  development  or  in  studying  the  reasons 
why  some  projects  have  been  impoasible  of  development 
Very  truly,  youra, 

H.  T.  Campion. 

(Thereupon,  the  committee  took  a  recess  until  1.30  o'clock  p.  m.) 

AFTER  RECESS. 

The  committee  reassembled,  pursuant  to  the  taking  of  a  recess,  at 
1.30  p.  m. 

The  Chairman.  Mr.  Weston,  there  is  a  gentleman  here  who  de- 
sires to  make  a  statement  to  the  committee  in  reference  to  this  bill, 
and  who  has  to  leave  the  city  this  afternoon ;  and,  inasmuch  as  you 
are  located  in  Washington,  I  wanted  to  ask  if  you  would  give  way 
to  this  gentleman,  and  conclude  your  statement  a  little  later? 

Mr.  Weston.  I  will  be  very  glad  to  do  so,  Mr.  Chairman,  but 
I  would  like  to  make  just  one  statement  to  clear  up  the  situation. 
One  of  the  members  of  the  committee  asked  me  a  question  which  I 
would  like  to  clear  up.  There  seems  to  be  some  confusion  in  the 
minds  of  the  members  of  the  committee  in  reference  to  the  fact 
that  I  am  apparently  talking  from  the  angle  or  viewpoint  of  the 
paper  manufacturer.  I  think,  perhaps,  I  did  not  make  myself 
quite  clear  in  regard  to  my  personal  interest  in  the  proposed  paper 
mill.  It  is  a  cooperative  proposition  in  the  sense  that  we  have  con- 
tracts with  some  40  or  50  newspapers  to  absorb  the  entire  output 
of  this  mill,  and  I  was  just  using  that  as  an  example.  I  am  not 
appearing  as  a  manufacturer ;  I  am  appearing  simply  for  the  paper 
committee  of  the  American  Newspaper  Association,  to  express  the 
desire  of  the  newspapers  of  the  country;  and,  so  far  as  possible, 
their  attitude  with  regard  to  the  legislation.  This  other  matter  was 
simply  contributory  evidence  as  to  the  application  of  the  proposition 
to  an  industrial  unit  in  which  the  committee,  together  with  myself, 
are  in  cooperation. 

American  Newspaper  Publishers'  Association, 

Committee  on  Paper, 
New  York,  ApHi  5,  t918, 
Mr.  Willis  J.  Davis, 

Secretary  Committee  on  Water-Power  Leginlation. 

Washington,  D.  C. 

My  Dear  Mr.  Davis  :  Inclosed  please  to  find  the  signed  letter  from  Mr.  A.  G. 
Mclntyre,  special  representative  of  the  committee  on  paper,  American  News- 
paper Publishers'  Association,  which  we  desire  to  have  Included  in  the  record 
of  the  water-power  hearings. 
1  wish  to  thank  you  for  your  courtesy  In  the  matter. 
Yours,  very  truly, 

S.  P.  Weston. 
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Amkrican  Newspapkr  Publishbrb*  Association, 

Ck>MMiTrEB  ON  Paper, 

New  York,  April  «,  19l^> 

Hon.  T.  W.  Sims,  Chairman,  and  Members  of 

Congressional  Committee  on  Wateb-Power  Legislation. 

Gentlemen  :  Owinj?  to  beliip  called  before  n  special  hearing  of  the  F^e»^* 
Trade  Commission,  I  was  unable  to  appear  before  your  committee  at  the  time 
designated  for  me  last  week.  I  therefore  take  the  liberty  of  presenting  to  you 
In  this  letter  the  attitude  of  the  commtee  on  paper  of  the  American  Newspaper 
Publishers'  Association  with  regard  to  the  water-power  legislation  and  Its  in- 
dorsement of  the  corrected  draft  of  the  administration  water-power .  measure 

now  being  cons  dered  by  you.  «,.,.,.         .         ,  ♦i^^ 

The  interest  of  members  of  the  American  Newspaper  Publishers  Association 
in  water-power  legislation  Is  twofold.  First,  It  Is  our  firm  belief  that  the  pres- 
ent and  future  necesslt  es  of  the  Nation  require  the  development  of  this  wasting 
resource  at  the  earliest  possible  moment.  Second,  It  is  of  specific  direct  Im- 
portance to  every  publisher  of  the  United  States  that  the  extensive  pulp-wood 
stands  in  the  Pacific  States  be  made  available  for  the  manufacture  of  news 
print  as  in  the  manufacture  of  paper  large  amounts  of  cheaply  developed  watw 
powers  are  essential.  The  development  of  the  possible  paper-mill  undertakings 
In  this  territory  are  not  now  feasible,  as  under  the  exlsfiy;  laws  the  necessary 
water  powers  can  not  be  financed.  «   t^   «.    * 

In  June  of  last  vear  the  committee  on  paper  appointed  Mr.  S.  P.  vveston  as 
their  representative  in  Washington  on  the  matter  of  water-power  legislation, 
instructing  h'm  to  use  every  legitimate  effort  to  secure  remedial  legislation 
which,  while  adequately  protecting  the  rights  of  this  people  in  this  resource, 
would  at  the  same  time  afford  capital  security  and  inducement  to  Invest  In  th  s 
type  of  development.  The  effort  of  our  conmiittee  and  representative  has  been 
directed  along  the  lines  of  showing  the  widespread  Interest  and  demand  for 
such  legislation  and  to  place  n  the  hands  of  Congress  and  the  administration 
specific  Information  along  these  lines.  In  this  connection,  we  have  issued 
from  time  to  time  bulletins  reproducing  editorial  and  newspaper  comment 
from  all  sections  of  the  country  as  well  as  supplying  other  information  in  con- 
nection with  this  subject. 

In  his  argument  before  your  committee  Mr.  Weston  brought  out  certain 
points  in  connection  with  the  present  situation  regarding  manufacture  of 
news  print  in  this  country  and  our  dependence  on  other  countries  for  a  large 
proportion  of  the  paper  supplies  used  in  the  United  States.  We  believe  the 
-points  suggested  by  Mr.  Weston  In  connection  with  this  matter  are  worthy 
of  your  very  careful  consideration,  more  especially  as  it  seems  possible,  through 
the  utilization  of  the  enormous  stands  of  pulp-wood  timbers  in  the  West,  to 
manufacture  an  adequate  supply  of  paper  within  the  boundaries  of  this  country. 
This  will  not  be  possible,  however,  unless  necessary  water-power  developments 

can  be  secured.  ,^.o^,  w         **a.*-« 

The  committee  on  paper  has  Indorsed  and  asked  the  members  of  the  Ameri- 
can Newspaper  Publishers  Association  to  give  their  indorsement  to  the  cor- 
rected administration  bll  now  before  you.  It  is  our  opinion  that  the  basic 
principles  of  this  bill  are  adequate  and  Imperatively  necessary  if  any  degree 
of  development  is  to  be  secured. 

We  believe  that  (1)  there  should  be  a  definite  basis  of  a  term  of  lease  and 
that  a  50-year  period  as  indicated  in  the  bill  Is  essential,  and  (2)  that  the 
terms  of  recapture  should  definitely  assure  capital  that  there  shall  be  no  im- 
pairment of  their  Investment  and  that  they  should  be  entitled  to  earn  a  fair 
return  thereon. 

We  as.sume  that  certain  amendments,  perfecting  and  strengthening  the  bill, 
will  undoubtedly  be  made,  and  it  !s  our  Judgment  that  such  amendment  should 
not  be  restrictive  in  their  character.  The  main  essentials,  however,  in  our 
judgment,  is  that  the  bill  must  include  the  Irrevocable  50-year  term  and  the 
definite  satisfactory  prov'sions  with  regard  to  recapture. 

We  would  also  urge  for  your  consideration  the  great  desirability  of  the 
early  passage  of  the  water-power  measure.  In  case  the  law  is  passed  under 
which  financing  will  be  made  possible  it  is  most  desirable  that  eng'neering 
crews  and  development  work  be  started  in  the  early  spring,  as  from  an  engi- 
neering standpoint  such  work  may  not  be  as  advantageously  inaugurated  in 
the  late  summer  and  fall  months.  In  this  part'cular  we  have  In  mind  certain 
proposed  paper-mill  developments  which  are  before  this  committee  and  whose 
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establisliment  has  been  delayed  as  a  result  of  the  Utah  case  decision,  and  the 
attitude  of  the  financial  houses  subsequent  thereto  with  regard  to  water-power 
development  financing. 
Very  respectfully, 

CoifiirrTEB  ON  Paper, 

American  Newspaper  Publishers'  Association, 
A.  G.  McIntybe,  Special  Representative. 

The  Chaibmak.  We  will  now  hear  Mr.  Houghton.  Mr.  Hough- 
ton, will  you  please  state  your  name,  your  address,  and  whom  you 
represent! 

STATEMENT  OF  MB.  AUGTrSTTIS  S.  HOUaHTON,  111  BROADWAY, 
NEW  YOBE,  BEFBESENTING  THE  CONSEBVATION  COMMISSIOH 
OF  THE  STATE  OF  NEW  YOBK. 

Mr.  Houghton.  My  name  is  Augustus  S.  Houghton;  my  address 
is  HI  Broadway,  New  York  City;  and  I  represent  the  Conservation 
Commission  of  the  State  of  New  York. 

I  may  say,  Mr.  Chairman,  for  the  last  three  years  I  have  been  the 
secretary  of  the  conservation  commission.  I  am  not  now  the  secre- 
tary of  that  commission,  having  resigned  that  position  three  weeks 
ago  to  resume  my  practice.  The  commissioner  asked  me  to  appear 
before  your  committee  as  the  representative  of  the  conservation 
commission. 

As  I  understand  the  question  of  boundary  waters  is  not  before  this 
committee,  I  shall  confine  myself  as  to  what  is  the  State  law  in 
regard  to  the  development  of  water  power  and  ask  that,  if  possible, 
the  bill  be  changed  in  one  or  two  particulars  without  impairing  the 

Eurposes  of  the  bill,  so  that  it  will  conform  with  our  law,  as  regards 
few  York  State  only,  so  that  there  will  not  be  that  conflict  that 
might  arise  by  reason  of  the  variations  of  the  provisions  of  this  bill 
with  the  present  law  of  the  State  regarding  its  inland  waterways. 

The  Chairman.  I  will  state,  Mr.  Houghton,  in  order  to  make  it 
perfectly  clear,  that  we  will  favor  an  amendment  to  the  bill  which 
will  make  it  perfectly  clear  that  this  bill  does  not  intend  to  deal  with 
boundary  waters.    That  is  the  purpose  of  the  committee. 

Mr.  llouQHTON.  I  also  understand  it  does  not  include  the  taking  of 
the  water  from  Lake  Michigan  for  the  Chicago  Canal.  We  are  very 
much  interested  in  that. 

The  Chairman.  Lake  Michigan,  I  suppose,  is  somewhat  of  a 
boundary  water. 

Mr.  Houghton.  Under  the  treaty  with  Great  Britain  it  becomes  a 
boundary  water.  Under  the  treaty  with  Great  Britain  Lake  Michi- 
gan is  included  in  the  boundary  stream. 

The  Chairman.  Although  it  is  not  physically  a  boundary  water. 

Mr.  Houghton.  Although  it  is  not  physically  a  boundary  water; 
yes.    The  Conservation  Commission  oi  the  State  of  New  i  ork  has 

ijirisdiction,  among  other  things,  over  the  inland  waters  of  the  State, 
't  has  jurisdiction  over  hydroelectric  development,  over  river  regula- 
tions, and  over  the  impounding  of  waters  for  the  regulation  of  floods. 
The  State  of  New  York  has  been  very  slow  in  favoring  any  policy 
for  the  development  of  the  water  powers  of  the  State.  It  is  esti- 
mated that  there  is  about  2,500,000  potential  horsepower  water  power 
in  the  State  of  New  York,  of  which  about  650,000  has  been  developed. 
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Of  the  2,500,000  of  potential  power  the  State  claims  an  interest  in 
about  1,100,000,  which  can  not  be  developed  without  the  consent  of 
the  State  of  New  York.  Gov.  Whitman  m  his  message  to  the  legis- 
lature this  year  made  four  recommendations  regarding  the  devel- 
opment of  water  power  in  the  State.  Before  making  these  recom- 
mendations last  year  he  appointed  the  Attorney  General  of  the  State, 
the  State  Engineer,  the  Superintendent  of  Public  Works,  who  haip- 
pens  to  be  Gen.  Wotherspoon,  formerly  Chief  of  Staff  of  the  Army, 
and  the  conservation  commissioner  as  a  committee  to  investigate  and 
make  a  report  to  him  with  recommendations. 

The  committee  made  its  report.  The  governor  prefaced  his  recom- 
mendations with  this  statement: 

In  reading  the  report  of  tlie  committee  appointed  by  me,  whose  recommenda- 
tions I  heartily  indorse,  I  liope  you  will  bear  in  mind  the  distinction  between 
the  State's  selling  water  power  and  the  generation  of  electricity  which  will 
result  from  the  power  furnishe<l  by  the  State.  The  committee  is  opposed  to  the 
State's  entering  into  the  hydroelectric  business,  but  believes  that  the  State 
should  reserve  to  Itself  the  right  to  dispose  of  the  latent  power  of  the  Im- 
pounded water. 

These  are  the  recommendations: 

First.  To  amend  the  constitution  so  as  to  take  from  the  legislature  the  power 
to  grant  away  by  private  bills  the  water  powers  of  the  State. 

Second.  To  repeal  article  7-a  of  the  conservation  law  which  provides  for 
river  regulation  by  storage  reservoir. 

Third.  The  immediate  passage  of  appropriate  legislation  to  enable  the  State 
to  develop  the  undeveloj^ed  water  powers  of  the  State  through  a  commission 
to  be  appointed  by  the  governor  and  to  market  the  power  thus  developed  under 
the  direction  of  such  commission. 

Fourth.  The  immediate  passage  of  appropriate  legislation  authorizing  the 
superintendent  of  public  works,  with  the  approval  of  the  canal  board,  to  dis- 
pose for  proper  returns,  by  lease,  of  surplus  water  power  created  as  a  result 
of  the  construction  of  the  barge  canals. 

The  conservation  law,  section  22,  provides  that — 

No  structure  for  impounding  water  on  any  part  of  the  canal  system  of  the 
State,  and  no  dock,  pier,  wharf,  or  other  structure  used  as  a  landing  place  on 
waters  not  a  part  of  the  canal  system  of  the  State  shall  be  erected  or  recon- 
structetl  by  any  public  authority  or  by  any  private  persons  or  corporations 
without  notice  to  the  commission,  nor  shall  any  such  structure  be  erected,  re- 
constructed, or  maintained  without  compliance  with  such  conditions  as  the 
commission  may  by  order  prescribe  for  safeguarding  life  or  property  against 
danger  therefrom. 

I  have  read  that  section  because  in  one  of  my  suggested  amend- 
ments I  want  to  cover  that  point. 

I  have  just  briefly  stated  the  jurisdiction  of  the  conservation  com- 
mission, and  have  stated  that  the  commissioner  asked  me  to  come 
down  here  as  the  representative  of  the  commission.  I  had  not  known 
when  I  came  down  here  that  the  bill  did  not  refer  to  boundary 
waters,  and  that  has  changed  my  position  considerably  since  I  got 
here. 

I  have  a  few  suggested  amendments  to  make,  if  I  may.  My  first 
suggestion  is  that  the  title  be  amended  by  inserting,  after  the  word 
"navigation,"  the  words  "in  other  than  boundary  waters." 

I  would  like  to  say  in  passing  that  I  think  the  term  fixed  for  the 
executive  oi&cer  of  five  years  would  not  enable  the  conmiission  to 
get  the  kind  of  man  it  should  have,  nor  to  get  a  competent  man  who 
would  come  to  take  up  this  wo!rk.    It  seems  to  me  that  the  period 
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should  at  least  be  10  or  15  years,  so  that  the  man  who  took  that  po- 
sitioii  would  be  sure  he  would  be  able  to  carry  out  any  policies  he 
might  inaugurate,  and  also  to  make  it  worth  while  for  him  to  give 
up  that  which  he  would  have  to  give  up,  if  you  are  going  to  get 
the  man  you  should  get  to  carry  on  this  very  important  work  under 
the  Federal  Power  Commission. 

The  Chairman.  You  think  that  man  would  be  the  maker  and 
shaper  of  the  pK)licies  of  the  commission? 

Mr.  Houghton.  Absolutely.  We  feel  that  way  in  New  York,  and 
the  term  in  our  proposed  legislation  is  15  years  for  the  commissioner 
to  be  appointed. 

On  page  5,  line  11,  I  suggest  this  amendment:  After  the  words 
"parts  thereof,"  insert  the  words  "other  than  boundary  waters." 
I  think  that  is  necessary,  because  all  through  the  bill  you  speak  about 
any  of  the  navigable  streams  of  the  United  States,  and  it  should  be 
limited  to  the  definition  in  your  construction  clause. 

I  have  spoken  about  the  jurisdiction  of  the  commission  regarding 
the  building  of  structures  in  the  waters  of  the  State,  and  so  I  sug- 
gest that  on  page  14,  section  9,  which  now  reads  "  that  each  appli- 
cant for  a  license  hereunder  shall  submit  to  the  commission."  I 
would  like  to  suggest  that  that  be  changed  to  read  in  this  way,  insert- 
ing after  the  word  "  that "  the  words  •"  no  permit  shall  be  granted 
hereunder  until,"  and  in  line  2,  page  14,  change  the  language  so 
that  it  will  read,  instead  of  "  shall  submit  to  the  commission  "  "  shall 
have  submitted  to  the  commission  " :  because  it  might  be  a  serious 
question  as  to  any  licensee  under  this  bill  being  able  to  construct 
some  of  the  necessary  works  unless  he  has  complied  with  the  re- 
quirements of  the  conservation  commission. 

Then  I  have  to  suggest  this  further  amendment.  On  page  14,  line 
10,  after  the  word  "  applicant,"  insert  the  following :  "  has  obtained 
the  consent  of  the  duly  constituted  authorities  of  the  State  or  States 
within  which  the  proposed  project  is  to  be  located,  and."  Then,  to 
make  the  sense  right,  I  suggest  that  you  strike  out  the  word  "  the  " 
before  the  word  "State,"  and  insert  the  word  "such,"  on  page  14, 
line  11 ;  and  also  on  page  14,  line  12,  strike  out  the  words  "  within 
which  the  proposed  project  is  to  be  located."  I  merely  suggest  that 
in  order  to  make  the  sentence  read  correctly.  With  those  changes, 
subsection  (b)  would  read  as  follows: 

Satisfactory  evidence  that  the  applicant  has  obtained  the  consent  of  the 
duly  constituted  authorities  of  the  State  or  States  within  which  the  proposed 
project  Is  to  be  located  and  has  complied  with  the  requirements  of  such  State 
or  States  with  respect  to  application  for  the  right  to  appropriate,  divert,  apd 
use  water  for  power  purposes,  and  for  the  right  to  engage  in  the  business  of 
developing,  transmitting,  and  distributing  power,  and  In  any  other  business 
necessary  to  affect  the  purposes  of  a  license  under  this  act. 

Also,  in  view  of  the  provisions  I  read  from  the  conservation  law 
of  New  York,  I  call  your  attention  to  the  provision  on  page  15  of 
the  proposed  bill,  which  says: 

That  except  when  emergency  shall  require  for  the  protection  of  navigation, 
life,  health,  or  property,  no  substantial  alteration  or  additions  not  In  con- 
formity with  the  approved  plai;is  shall  be  made  to  any  4iam  or  other  project 
works  constructed  hereunder  of  a  capacity  in  excess  of  500  liorsepower  with- 
out the  prior  approval  of  the  commission;  and  any  emergency,  alterations,  or 
additions  so  made  shall  thereafter  be  subject  to  such  modification  and  change 
«s  the  commission  may  direct. 
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I  sug:gest  that  in  line  13,  page  15,  there  be  inserted  after  the  word 
"commission,"  and  before  the  semicolon,  the  words  "and  of  the 
proper  authorities  of  the  State  or  States  within  which  the  pro- 
posed project  is  located." 

Then  there  is  another  question  which  I  merely  suggest,  which  is 
a  constitutional  question,  which  I  do  not  propose  to  discuss.  On 
page  16,  paragraph  (d),  the  bill  provides  for  the  payment  of  an 
annual  rent  or  charge.  Under  the  decisions  as  I  read  them,  the  beds 
of  the  navigable  streams  within  a  State  are  the  property  of  the 
State,  and  under  the  decisions  the  water  in  the  stream  does  not  belong 
to  any  individual,  but  belongs  to  the  State  itself,  and  the  people  have 
only  a  right  to  use  it. 

>iow,  it  seems  to  me  if  the  Federal  Government  is  going  to  charge 
somebody  for  the  use  of  the  water  in  the  State  of  New  York  which 
belongs  to  the  State  of  New  York,  that  is  not  quite  fair  to  the  State 
of  New  York.  It  is  practically  taking  its  property  away.  I  under- 
stand the  decisions  hold  that  the  Federal  Government,  in  connection 
with  navigation,  can  dispose  of  the  power  generated,  by  reason  of  the 
improvement  to  navigation  by  the  Federal  Government;  but  I  do 
not  feel  that  this  is  a  proper  provision,  to  have  the  Federal  Govern- 
ment make  a  charge  for  the  use  of  the  water  which  belongs  to  the 
State  in  a  case  such  as  here  provided  for.  I  have  not  any  suggestion 
to  make  as  to  how  it  is  to  be  modified,  except  to  strike  it  out. 

The  Chairman.  Suppose  the  National  Government  provided  for  a 
charge;  would  that  prevent  the  State  from  making  a  like  charge  and 
exercising  its  power  as  proprietor? 

Mr.  Houghton.  I  suppose  if  the  State  endeavored  to  make  a  charge 
there  might  be  some  question  as  to  who  was  to  get  the  money. 

The  Chairman.  The  statement  of  Mr.  Merrill  was  that  it  is  in- 
tended to  make  the  charge  only  equivalent  to  the  cost  of  the  adminis- 
tration of  the  law. 

Mr.  Houghton.  Is  the  expense  of  the  administration  of  the  law 
going  to  be  such  an  amount  as  to  make  it  worth  while  to  come  in 
conflict  with  the  States  on  such  a  small  matter? 

Section  21  confers  the  right  of  eminent  domain  upon  the  licensee, 
and  section  19,  page  25,  contemplates  that  the  licensee  may  not  be 
such  a  corporation  as  under  the  New  York  State  constitution  alone 
can  exercise  such  a  right.  The  State  constitution  in  Article  I,  section 
6,  provides  that  "  private  property  shall  not  be  taken  for  public  use 
without  just  compensation." 

The  courts  have  held  that  the  permission  to  take  private  property 
for  public  use  implies  that  it  shall  not  be  taken  for  any  other  use. 
Private  property  can  not  be  taken  for  private  use.  This  power  may 
not  be  exercised  by  a  private  corporation.  In  connection  with  that 
matter  the  Supreme  Court,  in  the  case  of  Dusenbury  v.  Mutual  Tele- 
graph Co.,  said : 

The  power  of  appropriating  private  property  for  public  purposes,  and  defer- 
ring payment  ♦  ♦  ♦  is  not  vested,  and  can  not  be  constitutionally  exercised 
by  a  private  corporation.  Private  corporations  are  created  for  commercial 
purposes. 

In  the  case  of  Embury  v.  Conner,  in  third  New  York,  page  517, 
quoting  Chancellor  Kent,  the  court  says : 

I  apprehend  that  the  decision  of  the  court  was  founded  on  Just  principles, 
and  that  taking  private  property  for  private  uses,  without  the  consent  of  the 
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owner  is  an  abuse  of  the  right  of  eminent  domain,  and  contrary  to  fundamental 
and  constitutional  doctrine  In  the  English  and  American  law. 

To  the  same  effect  is  the  decision  of  the  court  in  the  case  entitled 
"Matter  of  Niagara  Falls  v.  Whirlpool  Railroad,"  to  be  found  in 
one  hundred  and  eighth  New  York,  page  375. 

Under  the  provisions  of  subsection  (d)  of  section  4  of  this  bill, 
which  provides  for  the  issuance  of  licenses  to  citizens  of  the  United 
States  or  to  any  association  of  citizens  or  to  any  corporation,  State, 
or  municipality,  there  is  an  opportunity  for  an  individual  who  is 
not  a  public  utilities  corporation  and  therefore  not  amenable  to  the 
public-service  law,  under  which  the  right  of  eminent  domain  can 
be  exercised,  to  come  in  here  and  try  to  condemn  property  for  use 
which,  it  may  be  claimed,  is  for  public  use.  The  Supreme  Court  of 
the  United  States  has  held  that  wnere  a  State  court  has  held  the  tak- 
ing of  property  to  be  for  public  use  it  has  the  right  of  review  un- 
der the  fourteenth  amendment  of  the  Federal  Constitution,  to  see 
whether  or  not  it  is  taking  it  for  public  use.  But  where  the  State 
courts  have  held  that  the  land  appropriated  or  sought  to  be  appro- 
priated has  not  been  taken  for  public  use,  that  being  entirely  within 
the  jurisdiction  of  the  State,  and  the  property  in  question  being 
within  the  jurisdiction  of  the  State  the  Federal  court  will  not  review 
such  a  determination  by  the  State  courts. 

I  think  giving  the  right  of  eminent  domain  in  this  broad  way  to 
individuals  or  corporations  other  than  public  utility  corporations  is 

foing  to  lead  to  considerable  conflict  in  the  State  of  New  York.  The 
[ydro-Electric  Power  Co.  of  Niagara  has  received  water  from  the 
Niagara  River,  and  it  claims  it  is  not  subject  to  the  public-service 
commission,  because  it  dees  not  generate  and  sell  electricity,  but  all 
it  does  is  to  sell  power  to  subsidiary  companies  who  make  electricity 
and  sell  it  and  who  are  subject  to  the  public-service  commission. 
That  might  happen  in  many  instances  under  this  provision  as  it  is 
now  drawn. 

Mr.  Saker.  You  say  in  New  York  the  State  courts  have  held  that 
the  first  company  that  supplies  all  the  electrical  energy  to  the  various 
large  concerns  is  not  consiaered  a  public-service  corporation? 

Mr.  Houghton.  Electrical  energy  ? 

Mr.  Rakeb.  Yes. 

Mr.  Houghton.  Water-power  energy. 

Mr.  Raker.  They  furnish  water-power  energy  to  the  different 
concerns,  and  they  therefore  hold  that  they  are  not  a  public-service 
corporation  and  entitled  to  the  right  of  public  domain. 

Mr.  Houghton.  The  company  holds  that. 

Mr.  Raker.  The  Supreme  Court  has  not  held  that? 

Mr.  Houghton.  I  loiow  they  do  not  admit  the  jurisdiction  of  the 
public-service  commission. 

Mr.  Raker.  They  may  not  admit  it 

Mr.  Houghton  (interposing).  They  are  not  making  their  rates 
subiect  to  review  by  the  public-service  commission. 

Mr.  Raker.  Has  the  public-service  commission  gone  after  them  to 
make  them  give  proper  rates  ? 

Mr.  Houghton.  Mr.  Kohn,  who  represented  them  at  the  hearing 
last  year  said  that  they  had  resisted  them  successfully,  so  far.  I  do 
not  know  whether  that  means  that  the  commission  has  been  after 
them  or  not;  but  I  think  it  would  be  subject  to  that  interpretation. 
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Mr.  Anderson.  The  right  of  eminent  domain,  under  this  section,  is 
limited  to  works  which  are  necessary  for  the  improvement  of  the 
navigability  of  a  stream. 

Mr.  Houghton.  That  is  very  true;  and  the  Federal  Government, 
under  the  power  of  eminent  domain,  can  improve  navigation  and 
can  acquire  the  property  necessary  for  that  purpose ;  but,  in  such  a 
case,  it  has  got  to  be  acquired  by  the  (Jovernment  for  governmental 
uses.  I  question  very  much  whether  the  commerce  clause  of  the 
Federal  Constitution  gives  the  Federal  Government  the  power  to 
delegate  the  right  of  eminent  domain  to  an  individual  in  contro- 
vention  of  the  existing  constitution  of  the  State  where  that  property 
might  happen  to  be  located.  To  exercise  the  right  of  eminent 
domain  is  one  thing;  to  delegate  that  right  to  an  individual  is 
another  thing. 

Mr.  Anderson.  If  it  is  for  the  purpose  of  insuring  greater  naviga- 
bility, would  not  that  be  within  the  power  of  the  United  States? 

Mr.  Houghton.  But  the  title  would  be  in  the  individual,  and  not 
in  the  Federal  Government,  and  I  think  that  makes  a  great  deal  of 
difference. 

Mr.  Anderson.  I  do  not  care  to  argue  the  question. 

Mr.  Houghton.  I  am  glad  you  brought  up  the  question,  because 
I  did  not  make  it  very  clear  as  to  what  I  was  trying  to  show.  I  have 
only  one  more  suggested  amendment,  and  that  is  on  page  26,  line  1. 
In  view  of  what  I  have  said  about  the  Hydro-Electric  Power  Co., 
of  Niagara  Falls,  denying  the  jurisdiction  of  the  public-service  com- 
mission of  the  State  of  New  York,  I  would  like  to  insert  in  line  1, 
page  26,  after  the  word  "  by  "  the  words  "  the  public-service  commis- 
sion or  by,"  and  on  the  same  line,  after  the  word  "  any  "  insert  the 
word  "  other."  That  part  of  section  19  will  then  read,  "  as  may  from 
time  to  time  be  prescribed  by  the  public-service  commission  or  other 
duly  constituted  agency  of  the  State  in  which  the  service  is  rendered 
or  the  rate  charged,"  so  as  to  make  it  necessary  for  any  corporation, 
which  might  get  water  power  under  this  bill,  to  be  subordinated  to 
some  control  by  the  State  commission. 

That  is  all  I  have  to  present,  Mr.  Chairman. 

Mr.  Hakkr.  Referring  to  your  suggested  amendments,  on  page  14, 
line  10,  and  page  15,  line  13,  they  would  practically  change  the  real 
fundaniental  principle  of  this  bill,  would  they  not? 

Mr.  Houghton.  I  think  not.  What  I  was  trying  to  have  inserted 
here  was  this,  that  before  a  person  applies  he  has  to  show  the  Federal 
Power  Commission  that  he  has  complied  with  the  laws  of  the  State 
and  has  received  proper  authority  from  the  proper  officials,  and  in 
that  sense  it  has  changed  the  bill,  because  you  say  that  each  applicant 
shall  submit,  and  I  say  before  he  makes  application  he  shaft  have 
obtained  the  consent  of  the  duly  constituted  authorities  of  the  State 
or  States. 

Mr.  Saker.  Fundamentally,  it  would  resolve  itself  into  this,  that 
the  States  might  pass  laws  subsequent  to  the  enactment  of  this  legis- 
lation, and  if  this  bill  provided  or  required  that  the  applicants  should 
comply  with  the  State  laws,  or  rules  and  regulations  provided 
thereunder  before  he  could  operate  under  this  bill,  the  whole  scheme 
would  be  subject  to  the  regulation  and  control,  in  effect,  of  the 
State,  would  it  not? 
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.    Mr,  Houghton.  I  think  after  he  got  his  power  he  would  be  sub- 
ject, because  it  provides  in  here 

Mr.  Raker  (interposing).  But  you  make  this  a  fundamental  pre- 
requisite, that  he  must  have  complied  with  all  the  rules  and  regula- 
tions in  regard  to  doing  the  same  thing,  formulated  by  the  State 
authorities,  before  he  can  even  come  to  the  Federal  commission  and 
become  an  operator  or  a  licensee  under  the  provisions  of  this  bill. 

Mr.  Houghton.  I  do  not  think  it  is  quite  that,  Mr.  Baker,  because 
you  provide  here  in  section  9  that  each  applicant  shall  submit  to  the 
commission  certain  things.  It  virtually  loUows  that  until  he  does 
do  that  the  Federal  Power  Commission  will  not  issue  him  a  permit. 
I  want  to  make  sure  that  the  permit  will  not  be  issued  until  he  has 
complied  with  the  reauirements  in  the  various  states  as  they  may 
exist  at  the  time  he  makes  his  application. 

Mr.  Baker.  That  really  gets  back  to  the  fact  that  before  he  can 
proceed  to  obtain  the  benefits  of  this  bill,  which  relates  to  property  of 
the  Government,  he  must  have  complied  with  any  and  all  laws,  rules, 
and  regulations  provided  by  the  State  through  its  commission  and 
other  public  functionaries  ,and  therefore  before  the  Government  of 
the  United  States  can  grant  him  a  license  or  a  commission  repre- 
senting the  Government  of  the  United  States,  he  must  deal  with 
another  party  first. 

Mr.  Houghton.  You  said  public  property  of  the  Federal  Govern- 
ment. I  have  confined  my  remarks  entirely  to  New  York  State. 
There  are  no  public  lands  in  New  York  State,  and  the  only  right  the 
Federal  Government  has,  if  any,  is  under  the  commerce  clause  as  to 
navigation. 

Mr.  Baker.  That  is  quite  considerable  in  this  bill. 

Mr.  Houghton.  It  certainly  is,  and  under  the  decisions  it  is  very 
broad.  What  Congress  considers  as  necessary  for  navigation  is  final ; 
there  is  no  review.  Here  you  are  seeking  in  the  State  of  New  York 
to  take  what  the  Federal  Constitution  grants  to  the  citizens  of  New 
York;  that  is,  the  right  to  possess  their  own  property  for  these  pur- 

g>ses.  It  should  not  be  taken  from  them  without  just  compensation, 
ut  here  you  provide  that  anybody  can  go  in  if  the  Federal  Govern- 
ment thinKS  it  is  necessary  to  regulate  or  improve  navigation  and  take 
what  belongs  to  the  people  of  the  State.  The  provisions  of  this  bill 
might  very  properly  apply  to  developments  in  those  States  where  the 
Federal  Government  has  a  large  amount  of  public  lands,  where  a 
great  many  of  the  navigable  streams  are  on  the  public  lands. 

Mr.  Baker.  Then,  would  you  not  by  such  legislation  be  authorizing 
the  Government,  whenever  these  rights  in  the  navigable  streams  give 
water  power  to  the  States,  and  allow  it  to  legislate  on  that  subject — 
would  you  not  really  make  its  legislation  subordinate  to  what  the 
State  might  determine,  not  only  upon  navigable  streams  but  partic- 
ularly on  the  nonnavigable  streams  and  on  public  lands? 

Mr.  Houghton.  It  might  work  out  that  way,  possibly,  but  it  seems 
to  me  there  should  be  some  protection  to  the  State  and  its  interest  be- 
cause you  say  navigable  and  nonnavigable  streams.  There  is  no 
telling  when  navigable  streams  will  be  affected  by  storage  impound- 
ing of  water  on  nonnavigable  streams,  and  Congress  has  absolute 
power  to  regulate  that. 

Mr.  Baker.  That  is  what  I  am  trying  to  get  at.  Confess  having 
that  power,  sliould  it  waive  it  and  make  il  possible  by  legislation  that 
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before  any  of  this  can  be  done,  or  before  the  licensee  can  get  his 
license  or  the  commission  have  the  power  to  issue  it,  he  must  have 
complied  with  any  and  all  regulations  provided  by  the  State? 

Mr.  Houghton.  My  suggestions  were  made  wiUi  the  view  of  pos- 
sibly avoiding  friction  between  the  two  Governments. 

Mr.  Baker.  Had  we  not  better  hold  to  what  we  have  and  not  try 
to  waive  a  fundamental  right  that  is  so  necessary  both  on  the  public 
lands  on  the  nonnavigable  streams  as  well  as  on  the  navigable 
streams? 

Mr.  Houghton.  I  do  not  agree  with  you  that  this  suggested  amend- 
ment waives  anything  which  the  bill  seeks  to  give  to  the  Federal  com- 
mission. It  simply  changes  the  order  of  things  and  it  does  not  add 
any  additional  requirements.  You  say  the  applicant  has  to  give  sat- 
isfactory evidence  that  he  has  complied  with  the  requirements.  I 
simply  say  that  before  he  can  get  his  permit  he  shall  show  that,  so 
that  there  will  be  no  question  about  it.  He  might  get  a  license  and 
say  he  had  made  application  to  the  State  government  and  say  he 
is  going  to  meet  their  requirements,  but  he  may  never  go  through 
with  it.    This  is  to  protect  the  State.    I  am  trying  to  save  the  State. 

Mr.  Baker.  You  might  find  this  case:  A  party  or  an  association 
might  have  complied  with  all  of  the  provisions  of  the  law  save  the 
one  you  referred  in  your  amendment.  The  commission  would  be 
justified  in  their  view  to  gi^e  him  a  license,  but  he  can  not  comply 
with  the  State  requirements,  and  therefore  because  he  is  unable  to 
comply  with  the  State  regulations,  of  necessity  the  commission  can 
not  give  him  the  license,  and  therefore  you  would,  by  your  amend- 
ment, subordinate  the  Federal  Government  right  to  the  right  of  the 
State,  and  the  State  would  practically  control  because  of  a  condition 
of  that  kind. 

Mr.  Houghton.  It  says  you  shall  submit  satisfactory  evidence. 
That  is  mandatory.  From  that  point  of  view,  how  are  you  subordi- 
nating the  powers  of  the  Federal  Government,  with  the  bill  worded 
as  I  have  suggested  wording  it,  considering  how  it  is  now  worded. 
You  say  he  shall  submit  satisfactory  evidence.  That  means  he  has 
to  complv  with  that  condition  before  he  submits  his  application.  I  do 
not  see  the  difference.  I  am  making  it  stronger  to  see  that  he  has 
complied  with  the  State  laws. 

Mr.  EscH.  When  j-ou  said  you  had  2,500,000  horsepower  of  possible 
water,  I  suppose  you  included  Niagara? 

Mr.  Houghton.  Yes,  sir. 

Mr.  EscH.  Have  you  included  the  possible  water  power  on  the  St 
Lawrence  Biver? 

Mr.  Houghton.  It  is  all  included. 

Mr.  EscH.  With  those  excluded,  how  much  would  it  leave  subject 
to  the  jurisdiction  of  this  bill? 

Mr.  Houghton.  The  St.  Lawrence  Biver  has  48,000  horsepower 
available  with  the  present  installation  and  present  flow.  It  has  un- 
developed power  of  618,000  horsepower.  The  Niagara  Biver  has 
power  available  with  present  installation  and  present  flow  of  210,000 
horsepower  and  has  undeveloped  330,000  horsepower.  So  out  of 
1,900,000  undeveloped  horsepower  there  is  948,000  horsepower  in 
these  two  rivers  which  has  not  been  developed,  leaving  about 
1,000,000  horsepower  undeveloped  outside  of  those  two  rivers. 
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Mr.  EscH.  How  much  do  you  develop  out  of  your  barge  canal  ? 

Mr.  Houghton.  There  is  now  being  developed  at  Cohoes,  which  is 
on  the  Mohawk  River  and  on  the  barge  canal,  32,000  horsepower.  In 
addition  to  that,  under  legislation  pending  in  Albany,  we  hope  to  be 
able  to  develop  61,800  horsepower  on  the  rest  of  the  barge  canal. 

Mr.  EsCH.  That  would  indicate  that  in  some  portions  of  the  canal 
you  would  have  a  large  surplus  of  water. 

Mr.  Houghton.  At  certain  seasons  of  the  year  it  would  be  very 
large. 

Mr.  Taylor.  Why  have  j^ou  not  gone  ahead  and  made  these  de- 
velopments in  the  State  of  New  York?  What  has  hindered  you  from 
doing  it  ? 

Mr.  Houghton.  The  same  reason  that  has  hindered  the  work 
down  here. 

Mr.  Taylor.  What  is  that  ? 

Mr.  Houghton.  The  inability  to  get  a  majority  of  the  legislature 
to  agree  upon  any  particular  policy. 

Mr.  Taylor.  Then  it  has  been  a  local  rather  than  a  national  im- 
pediment ? 

Mr.  Houghton.  In  the  sense  that  New  York  State  is  local. 

Mr.  Taylor.  It  has  been  the  condition  in  your  own  State  that  has 
prevented  you  from  developing  the  power  in  your  own  State? 

Mr.  Houghton.  For  several  years  there  have  been  State  commis- 
sions appointed  to  examine  into  and  make  recommendations  con- 
cerning power  development.  They  have  recommended  not  only  that 
the  State  should  develop  the  power,  but  should  develop  the  electricity 
and  sell  it  at  cost.  The  present  commissioner,  who  has  been  in  office 
three  years,  does  not  believe  in  the  State  going  into  competition 
with  the  industries  to  develop  electricity  and  sell  it  at  cost. 

Mr.  Taylor:  What  per  cent  of  the  power  of  your  State  is  on 
navigable  streams,  and  what  per  Cv?nt  is  on  nonnavigable  streams, 
approximately  ?  hi 

Mr.  Houghton.  I  can  only  give  you  that  by  watersheds.  I  have 
it  listed  by  watersheds.  Oi  course,  a  great  many  of  the  rivers  in 
New  York  State  which  are  navigable  only  in  part,  have  their  sources 
in  the  Adirondacks  and  flow  down  to  the  other  rivers.  We  get  a  good 
deal  of  power  in  those  rivers.  There  must  be  140,000  or  150,000  in 
the  Adirondacks. 

Mr.  Taylor.  You  have  not  any  Government  land  up  there? 

Mr.  Houghton.  The  Adirondack  Park  is  composed  of  3,000,000 
acres,  of  which  the  State  owns  1,700,000  acres,  and  there  again  we 
will  come  into  conflict  with  the  State  constitution. 

The  State  constitution  provides  that  the  forest  preserves,  the  Adi- 
rondack Park,  and  the  Catskill  Park,  in  the  latter  of  which  there  are 
100,000  acres  owned  by  the  State  of  New  York,  shall  be  forever  kept 
as  wild  forest  lands,  and  by  amendment  in  1913  it  was  provided  that 
storage  reservoirs  could  bs  constructed  in  the  Adirondacks  to  the 
extent  only  of  flooding  3  per  cent  of  the  State  lands. 

I  do  net  know  where  we  would  be  in  the  regulation  of  navigation 
on  the  Hudson  River.  A  large  proportion  of  these  rivers  in  the 
Adirondacks  empty  into  the  Hudeon  River,  and  if  the  Federal  Gov- 
ernment said  they  were  going  to  build  some  retaining  walls  and  dams 
on  the  State  lands  and  give  the  right  to  an  individual  to  come  in  there 
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and  do  it,  I  am  afraid  it  would  be  a  difficult  proposition  to  surmount, 
because  it  has  been  the  law  of  the  State  for  many  years  that  the 
parks  of  the  State  shall  be  held  inviolate  as  parks.  Ihat  is  another 
question  that  comes  in  under  your  right  of  eminent  domain. 

Mr.  Taylor.  We  have  some  laws  and  some  State  constitutions 
under  which  our  States  came  into  the  Union,  which  the  cons?rvation 
sentiment  does  not  seem  to  highly  regard  in  the  West.  Probably  that 
conservation  sentiment  would  interfere  with  you  in  the  same  way. 

Mr.  Raker.  What  was  the  reason  you  gave  a  moment  ago  as  to 
'^hy  you  have  not  gone  ahead  and  made  these  developments?  I 
understood  you  to  say  it  was  for  the  same  reason  that  hindered  the 
work  down  here. 

Mr.  Houghton.  The  legislature  has  not  agreed.  That  was  what 
I  said  in  reference  to  its  being  for  the  same  reason. 

Mr.  Raker.  What  do  you  mean  by  that? 

Mr.  Houghton.  You  can  not  get  a  measure  agreed  upon;  that  is, 
a  bill.     You  can  not  get  a  majority  to  agree  upon  a  bill. 

Mr.  Raker.  A  majority  of  what? 

Mr.  Houghton.  A  majoritj^  of  Congress. 

Mr.  Raker.  Do  you  mean  to  say  that  is  the  only  reason  you  have 
not  got  legislation? 

Mr.  Houghton.  I  do  not  know  of  any  other  reason. 

Mr.  Raker.  Is  it  net  a  fact  that  there  have  been  a  great  number  of 
people  in  the  East  in  particular,  who  stood  upon  the  present  law, 
called  it  conservation,  and  that  any  effort  made  to  change  it  has  been 
looked  upon  with  disfavor,  and  it  has  been  said  that  we  are  trying 
to  despoil  the  natural  resources  of  the  country;  has  not  that  been  one 
of  the  reasons?  Has  there  not  been  a  public  sentiment  created  alon^ 
that  line,  and  has  it  not  been  charged  that  the  mere  fact  that  becau^ 
you  wanted  to  use  these  public  resources  you  are  therefore  trying  to 
despoil  them  ? 

Mr.  Houghton.  I  did  not  know  that.  You  are  speaking  of  New 
York  State? 

Mr.  Raker.  Do  you  not  know  that  it  was  considered  that  the 
present  legislation,  until  the  last  few  years,  had  been  considered 
ample,  and  that  it  had  been  said  that  we  did  not  need  any  more? 

Mr.  Houghton.  I  did  not  know  that. 

Mr.  Raker.  And  that  as  a  result  the  Members  of  Congress  have 
been  attacked  in  the  newspapers  and  upon  the  floor  of  the  House 
and  everywhere  else,  and  that  it  has  been  charged  that  they  have 
been  trying  not  to  conserve,  but  to  destroy  the  natural  resources  of 
the  country.  Has  that  not  appeared  to  you  as  one  of  the  fundamental 
conditions  that  has  prevented  the  enactment  of  this  water-power 
legislation,  as  well  as  legislation  in  regard  to  irrigation? 

Mr.  Houghton.  I  think  you  misunderstood  me. 

Mr.  McLaughlin.  He  was  speaking  about  the  failure  of  Congress 
to  act.  Congress  was  evidentfy  influenced  by  the  things  you  men- 
tioned ;  but  he  was  simply  speaking  about  the  failure  of  Congress  to 
act. 

Mr.  Houghton.  You  misunderstood  me. 

Mr.  Raker.  I  did  not  misunderstand  you.  I  did  not  want  to  leave 
the  statement  in  the  record  that  the  blame  for  this  situation  rests 
solely  and  entirely  upon  Members  of  Congi'ess,  because  of  the  fact 
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that  the  public  through  the  press  and  otherwise  had  been  inspired 
to  believe  that  Members  of  Congress  were  trying  to  prevent  proper 
legislation  to  develop  the  natural  resources  and  to  put  them  into 
actual  use. 

Mr.  EscH.  As  Congress  represents  the  sentiment  of  the  people,  the 
reason  we  did  not  get  to  an  agreement  was  because  we  did  not  have 
the  unanimous  sentiment  of  the  people. 

Mr.  Houghton.  That  is  what  I  meant ;  you  have  not  agreed  upon 
a  policy. 

jVIr.  EscH.  That  is  what  you  have  done  in  New  York  State  ? 

Mr.  Houghton.  I  did  not  mean  it  in  the  sense  that  Judge  Raker 
seems  to  think  I  did. 

Mr.  Taylor.  We  have  been  legislating  for  posterity  more  than  for 
the  present  generation,  and  they  are  beginning  to  awaken  to  the  fact 
that  posterity  can  probably  take  care  of  itself. 

Mr.  Houghton.  I  thank  you  very  much,  Mr.  Chairman,  and 
gentlemen,  for  your  very  kind  and  courteous  attention. 

The  Chairman.  We  are  very  much  obliged  to  you  for  the  sugges- 
tions you  have  given  us. 

STATEMENT  OF  MR.  S.  P.  WESTON,  315  WOODWAED  BTIILDING, 

WASHINGTON,  B.  C— Resumed. 

The  Chairman.  Mr.  Weston,  I  suppose  you  want  to  finish  your 
statement  now? 

Mr.  Weston.  I  would  like  to. 

The  Chairman.  Now,  gentlemen,  Mr.  Weston  had  been  partially 
examined  by  members  of  the  committee,  and  I  do  not  know  w'ho 
has  and  who  has  not  examined  him.  Mr.  Taylor,  I  believe  you  were 
interrogating  Mr.  Weston. 

Mr.  Taylor.  I  want  to  ask  him  along  the  line  of  the  questions  we 
asked  Mr.  Houghton.  You  are  a  newspaper  man,  aren't  you,  Mr. 
Weston  ? 

Mr.  Weston.  Yes,  sir. 

Mr.  Taylor.  I  assume  that  you  have  been  conversant  with  and 
have  taken  some  part  in  the  general  conservation  propaganda  that 
has  been  built  up  in  the  last  few  years  in  this  country,  the  conserva- 
tion of  our  resources  and  of  our  timber? 

Mr.  Weston.  I  have  been  conversant  with  but  not  a  part  of  the 
conservation  theory.  I  am  a  western  m*ui  and  I  have  seen  the  appli- 
cation and  do  not  believe  in  conservation  except  on  the  later,  more 
modern  theory  that  true  conservation  means  utilization  under  proper 
safeguards. 

Mr.  Taylor.  Eather  than  hermetically  sealing  it  up? 

Mr.  Weston.  I  do  not  believe  in  the  reservation  or  preservation 
theory. 

Mr.  Taylor.  Isn't  one  reason  why  Canada  is  so  far  ahead  of  us 
i^ecause  the  people  of  that  country  have  not  been  inoculated  so  much 
with  ccnservation  as  the  people  of  the  United  States  have  during 
the  past  10  or  15  years? 

Mr.  Weston.  I  think  Canada  has  profited  by  our  extreme  views, 
by  developing  her  resources  in  a  contrary  direction  to  what  we  have. 


370  WATEB  POWER. 

Mr.  Taylor.  She  has  been  developing  along  practical  rather  than 
theoretical  lines,  has  she  not  ? 

Mr.  Weston.  It  appears  to  be  so. 

Mr.  Taylor.  Is  all  the  wood  pulp  in  the  United  States  in  the 
Western  States? 

Mr.  Weston.  Not  all  the  wood  pulp ;  no. 

Mr.  Taylor.  The  timber,  I  mean. 

Mr.  Weston.  All  the  pulp  wood  that  is  available  for  economic 
conversion  that  does  not  lie  under  the  control  of  or  in  private  hands. 

Mr.  Taylor.  Has  Canada  developed  its  manufacture  of  paper  by 
water  power? 

Mr.  Weston.  Yes,  sir. 

Mr.  Taylor.  Altogether? 

Mr.  Weston.  Almost  entirely  so.  Probably  they  are  the  largest, 
in  Ontario  and  Quebec,  individual  national  resources. 

Mr.  Taylor.  Well,  now,  have  you  any  concrete  idea — I  did  not 
get  your  idea  as  to  just  what  the  remedy  is  that  you  suggest  to  the 
committee  as  to  opening  up  this  timber  for  use  and  utilizing  that 
resource  in  the  Western  States. 

Mr.  Weston.  The  answer  is  (it  is  obvious  to  you  that  I  am  neither 
trained  from  a  legal  standpoint  nor  the  technical  standpoint),  but 
it  must  be  obvious  to  you  that  the  key  to  the  conversion  of  the  timber 
is  cheap  water-power  development,  and  that  as  our  water-power 
developments  are  now  reserved  or  conserved  to  a  degree  that  does  not 
permit  financing,  that  some  law  should  be  passed  which  will  permit 
financing.  Now  as  to  the  details  of  the  law,  I  am  neither  trained 
legally  enough  to  suggest  it 

Mr.  Taylor  (interposing).  Well,  as  a  practical  proposition  you 
do  know,  do  you  not — at  least  I  understand  you  give  it  as  your 
judgment — ^that  the  reason  why  the  water  powers  have  not  oeen 
developed,  and  the  reason  why  we  have  not  been  able  to  utilize  this 
resource  for  wood-pulp  paper  is  becaufie  of  the  undue  restrictions 
and  requirements  and  regulations  heretofore  that  have  hampered, 
impeded,  in  fact  prohibited  development  in  that  way  in  the  West. 

Mr.  Weston.  That  is  one  factor,  and  I  should  say  one  of  the  most 
important  factors. 

Mr.  Taylor.  One  of  the  committee  asked  you,  I  believe,  if  you  had 
not  better  agree  to  be  more  lenient  in  your  views  and  obtain  some 
legislation  than  none  at  all.  Let  me  ask  you  if  it  is  not  just  as 
important  that  we  enact  some  sane  and  workable  legislation  as  it  is 
that  we  enact  any  at  all  ? 

Mr.  Weston.  1  think  it  must  be  obvious  that  we  should  enact  some- 
thing workable. 

Mr.  Taylor.  If  we  are  going  to  enact  any,  it  ought  to  be  workable, 
should  it  not  ? 

Mr.  Weston.  It  certainly  should  be  workable.  And  by  workable 
I  mean  a  law  that  is  workable  in  spirit  as  well  as  the  letter.  You 
could  pass  a  workable  law — I  did  not  get  over,  I  think,  what  I  was 
trying  to  say.  I  said  to  you  that  basically  this  law — we  believe  it  is 
a  w^orkable  law.  I  also  made  a  plea  that  it  should  be  made  a  liberal 
law. 

Mr.  Taylor.  Well,  what  would  be  the  effect,  supposing  we  passed 
some  compromise  measure  here  that  yields  largely  to  this  conserva- 
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tion  sentiment  and  prevents  development  of  the  West,  excepting  a 
few  isolated  favorable'  localities,  and  then  we  come  back  four  or 
five  years  from  now  and  pass  a  sane,  workable  law.  What  would 
be  the  effect  upon  the  development  of  the  country  in  the  ineantime? 

Mr.  Weston.  Well,  I  would  simply  consider  it  a  start  in  the  right 
direction.  You  are  going  probably,  under  this  bill  as  it  is  specifically 
arranged,  with  some  of  the  suggested  amendments  here,  to  get  a  de- 
velopment of  the  cream  of  the  locations ;  that  is,  those  witii  all  the 
advantages  combined  to  a  very  high  degree.  I  do  not  think  you  are 
going  to  get  large  development,  but  you  are  going  to  get  a  start. 
Now  you  are  not  m  motion.    You  are  stopped. 

Mr.  Taylor.  Well,  when  the  Government  does  not  guarantee  to 
take  it  over  or  pay  for  it  at  all ;  and  when  the  Government  does  not, 
you  might  say,  tate  any  chances  whatever,  where  it  is  a  sure  'jase  of 
"'Heads  I  win,  tails  you  lose"  proposition  by  the  Government,  is 
there  any  reason  why  we  should  not  enact  legislation  that  will  open 
up  resources  throughout  all  the  States  of  the  country,  especially  at 
this  time?    Wouldn't  it  be  a  wise,  statesman-like  proposition? 

Mr.  Weston.  I  should  say  it  was,  sir;  yes,  sir.  In  other  words, 
my  plea  is  for  liberality  and  speed. 

Mr.  Taylor.  You  look  upon  it  as  a  patriotic  war  measure,  do  you 
not,  to  do  this  work  for  the  development  of  our  country? 

Mr.  Weston.  Speaking  not  only  for  myself  but  for  my  children 
and  their  children,  I  think  it  is  part  of  their  heritage  that  we  do  not 
wait  100  years  to  do  what  is  obviously  the  thing  to  do  to-day,  and 
we  should  not  pass  the  buck. 

Mr.  Taylor.  I  think  the  committee  looks  upon  you  the  same  as 
we  do  very  largely  upon  all  other  good  citizens.  While  we  all  have  a 
personal  interest,  at  the  same  time  our  patriotism  really  overshadows 
entirely  our  individual  interests  in  the  matter. 

Mr.  Weston.  As  I  indicated  to  you,  I  am  absolutely  overwhelmed 
with  what  this  thing  means,  beyond  any  individual  personal  interest 
that  anybody  that  has  appeared  before  you  could  possibly  have.  I  am 
neither  a  dreamer  nor  an  optimist,  but  I  think  the  application  so 
broad,  so  great,  so  absolutely  essential  to  the  well-being  of  the  Nation 
to-day  and  in  the  future  that  I  would  probably  go  beyond  the  normal 
degree  of  conservation  and  become  an  enthusiast. 

The  CiLxiRMAN.  Some  others  think  that  this  is  a  benevolent  assimi- 
lation by  private  interests  of  the  resources  of  the  country. 

Mr.  Weston.  That  may  be  true,  but  I  think  that  while  it  might 
techincally  be  a  crime,  in  the  larger  justification  it  is  a  benefit. 

The  Chairman.  There  are  people  though  to-day  advocating  the 
Government  of  the  United  States  condemning  and  taking  over  every 
coal  mine  in  the  United  States  and  holding  it  forever,  and  having  it 
operated  under  present  laws  for  the  benefit  of  the  present  and  future 
generations.  There  have  been  many  people  of  that  sort  before  this 
committee. 

Mr.  Weston.  Well,  if  the  chair  please,  I  had  thought  up  to  a 
couple  of  years  ago  that  I  had  some  thoroughly  well-founded  bases 
of  opinion.    I  am  perfectly  willing  to  say  now  that  I  am  adrift. 

The  Chairman.  Well,  the  world  is  moving.     [Laughter.] 

Mr.  La  Follette.  I  understood  you  to  say  this  morning  that  you 
were  interested  in  a  private  enterprise  out  in  Puget  Sound,  in  the 
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State  of  Washington.  I  have  an  interest  in  that  State,  and  I  would 
like  to  ask  you  a  question  or  two  along  that  line.  Do  you  also  state — 
if  I  caught  the  figures  right — that  we  had  some  9,900,000  horsepower 
in  that  State? 

Mr.  Weston.  In  the  Interior  Department  I  think  they  give  it  quite 
a  little  more — something  over  10,000,000. 

Mr.  La  Follette.  Can  you  give  us  any  idea  as  to  what  amount  of 
that  horsepower  is  now  developed  in  the  State  of  Washington  ? 

Mr.  Weston.  XTsing  the  same  tables,  and  from  the  same  informa- 
tion, the  percentage  of  development  in  the  State  of  Washington  is 
2.9.    There  is  97.1  per  cent  undeveloped. 

Mr.  La  Follette.  Less  than  300,000  horsepower  have  been  devel- 
oped, where  we  have  a  potential 

Mr.  Weston  (interposing).  Two  hundred  and  ninety  thousand  are 
the  figures. 

Mr.  La  Follette.  Where  we  have  a  potential  horsepower  of 
10,000,000.    It  looks  like  we  need  a  little  legislation,  doesn't  it? 

Mr.  Weston.  I  am  very  firm  in  that  belief,  Mr.  La  Follette. 

Mr.  La  Follette.  We  also  have  70,000,000,000  feet  of  secondary 
timber  that  could  be  put  to  very  great  use  by  the  development  of 
some  of  that  power. 

Mr.  Weston.  The  secondarv  timber,  that  is  also  now  considered 
as  a  liability  instead  of  an  asset  by  the  lumber  people. 

Mr.  Escii.  I  understood  you  to-day,  I  think,  in  connection  with  a 
remark  made  by  Judge  Raker  or  Mr.  Taylor,  that  Canada  had  prof- 
ited bv  our  experience  with  reference  to  ultraconservation.  Is  that 
right? 

Mr.  Weston.  I  believe  that  is  a  broad  statement.  I  think  it  is  a 
fair  view  that  they  have  developed  their  water  powers  in  proportion 
to  their  population  and  in  proportion  to  their  powers  way  beyond 
what  we  have  done. 

Mr.  EscH.  You  heard  Mr.  Pierce's  statement  yesterday  that  under 
the  Ontario  act  there  had  not  been  any  development  in  the  last 
10  years? 

Mr.  Weston.  T  did  not  hear  that  statement. 

Mr.  EscH.  Well,  Mr.  Pierce  made  the  statement. 

Mr.  Weston.  I  was  probably  absent. 

Mr.  Escii.  Are  vou  familiar  with  the  water-powers  regulation  act 
of  Ontario  for  1916? 

Mr.  Weston.  No,  sir;  I  am  not. 

Mr.  Escii.  Let  me  read  something  under  the  powers  given  to  the 
commission : 

The  extent,  if  any.  by  wliicli  the  cjipnclty  of  the  works  instaUed  or  e<iiiippe<l 
by  the  owner  exceeds  the  anionnt  of  power  in  liorsepower  which  the  owner  i<» 
entitled  to  develop  or  jrenerate;  and  as  to  the  price  and  terms  and  conditions 
upon  which,  hnvinj?  rejxard  to  all  the  circumstances  and  to  the  rights  of  the 
owner  as  ascertained  by  tlie  commissioners,  the  power  to  the  extent  of  such 
excess  should  he  delivered  to  the  Hydro-Electric  Power  Commission  of  Ontario 
as  hereinafter  provided — 

that  is,  the  public-service  commission — 

If  tlie  commissioners  find  tliat  the  owner  is  diverting  or  using  more  water 
than  lie  is  entitled  to  divert  or  use,  or  is  developing  or  generating  a  greater 
amount  of  power  In  horsepower  than  he  is  entitled  to  develop  or  generate,  or 
that  he  has  installed  or  eiiuipped  works  exceeding  in  capacity  the  amount  of 
power  which  he  is  entitled  to  develop  or  generate,  the  lieutenant  governor  Id 
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eouiuil  imiy  order  tlie  owner  to  deliver  to  the  Hydro-Electric  Power  Comiuission 
<)f  Ontario,  uiwn  the  date  named  in  the  order  such  amount  of  electrical  power 
or  energy  as  shall  equal  such  excess  as  foimd  by  the  report  of  the  commis- 
sioners, or  to  operate  the  works  of  the  owner  to  their  full  capacity  and  to 
deliver  such  excess  power  to  the  Hydro- Elect  He  Power  Conmiission  of  Ontario. 

Is  there  any  power  in  this  pending  bill — anything  like  that? 
.  Mr.  Weston.  I  don't  get  it  that  >vay,  but  that  is  a  matter  of  legal 
judgment  that  I  really  am  net  competent  to  answer.  I  do  wish  to 
call  your  attention,  though,  Mr.  Esch,  to  this  very  decided  difference 
between  the  Canadian  form  of  government  and  our  own.  They  pass 
orders  in  council  there  and  it  becomes  law,  or  amounts  to  law.  That 
would  be  impossible  in  this  country.  In  other  words,  in  spite  of  the 
act  or  anything  of  that  sort,  they  can  pass  an  order  in  council  and 
make  a  special  dispensation  or  agreement  or  authorization  to  a  par- 
ticular company  on  terms  that  they  have  agreed  on.  That  is  what 
I  am  informed.  I  do  not  know,  but  I  am  informed  by  people  who 
claim  to  be  conversant  with  water-power  development  in  Canada  with 
regard  to  the  production  of  paper  that  you  can  get  most  liberal  con- 
tracts in  regard  to  those  developments,  in  waiving  tolls  and  all  sorts 
of  conditions,  provided  the  development  establishes  an  industry.  It 
was  explaned  to  me — I  am  simply  giving  you  this  explanation  for 
whatever  it  may  be  worth — it  was  explained  to  me  that  their  main 
object  is  to  induce  populaticm  and  industry,  and  not  to  attempt  to 
make  revenue  directly  out  of  the  i)owei\  but  to  create  taxable  prop- 
ei'^y.    I  don't  know  whether  T  am  answering  your  question  or  not. 

Mr.  EscH.  Well,  your  answer  is  instructive,  whether  it  answers  it 
or  not. 

Mr.  Weston.  That  is  as  I  have  been  informed,  and  T  give  it  to 
you  just  as  I  get  it. 

Mr.  EscH.  In  other  words,  your  viewpoint  is  that  an  order  in 
council  can  practically  set  aside  an  act  of  the  Province? 

Mr.  Weston.  An  order  in  council  does  set  aside  an  act  of  the 
Province.  They  are  vested  with  authority,  as  you  know.  For  in- 
stance, they  simply  go  out  and  say  arbitrarily  to  the  paper  makers 
in  Canada,  "  You  shall  sell  at  such-and-such  a  price."  That  is  an 
order  in  council. 

Mr.  EscH.  If  that  be  true,  then  I  wonder  that  there  has  been  no 
order  in  council  issued  to  make  it  easier  to  develop  water  power, 
if  thev  have  not  been  doinii:  it  under  this  act  for  10  vears. 

Mr.  Weston.  I  am  not  advised  as  to  that,  and  any  information 
I  have  would  be  based  on  incomplete  knowledge,  and  I  do  not  believe 
it  would  be  of  any  value  to  you. 

Mr.  EscH.  They  evidently  say  to  a  grantee,  "  You  can  develop  a 
certain  amount  of  power.''  They  limit  the  amount  of  power  he  can 
develop.  If  he  should  happen  to  develop  any  excess  over  that  and 
not  account  for  it,  he  must  make  it  good  to  this  commission,  in  money 
or  in  power.  Now,  we  do  not  make  any  limit  in  this  bill  on  the 
amount  developed.  In  fact,  we  encourage  the  highest  possible  de- 
velopment. 

The  Chairman.  I  would  like  to  know  what  the  commission  does 
with  the  power  after  it  gets  it. 

Mr.  EscH.  They  sell  it. 

The  CuAnRMAN.  And  put  the  money  into  the  public  treasury? 

Mr.  EscH.  Yes. 
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Mr.  Anderson.  The  right  of  eminent  domain,  under  this  section,  is 
limited  to  works  which  are  necessary  for  the  improvement  of  the 
navigability  of  a  stream. 

Mr.  Houghton.  That  is  very  true;  and  the  Federal  Government, 
under  the  power  of  eminent  domain,  can  improve  navigation  and 
can  acquire  the  property  necessary  for  that  purpose;  but,  in  such  a 
case,  it  has  got  to  be  acquired  by  the  Government  for  governmental 
uses.  I  question  very  much  whether  the  commerce  clause  of  the 
Federal  Constitution  gives  the  Federal  Government  the  power  to 
delegate  the  right  of  eminent  domain  to  an  individual  in  contro- 
vention  of  the  existing  constitution  of  the  State  where  that  property 
might  happen  to  be  located.  To  exercise  the  right  of  eminent 
domain  is  one  thing;  to  delegate  that  right  to  an  individual  is 
another  thing. 

Mr.  Anderson.  If  it  is  for  the  purpose  of  insuring  greater  naviga- 
bility, would  not  that  be  within  the  power  of  the  United  States? 

Mr.  Houghton.  But  the  title  would  be  in  the  individual,  and  not 
in  the  Federal  Government,  and  I  think  that  makes  a  great  deal  of 
diflference. 

Mr.  Anderson.  I  do  not  care  to  argue  the  question. 

Mr.  Houghton.  I  am  glad  you  brought  up  the  question,  because 
I  did  not  make  it  very  clear  as  to  what  1  was  trying  to  show.  I  have 
only  one  more  suggested  amendment,  and  that  is  on  page  26,  line  1. 
In  view  of  what  I  have  said  about  the  Hydro-Electric  Power  Co., 
of  Niagara  Falls,  denying  the  jurisdiction  of  the  public-service  com- 
mission of  the  State  of  New  York,  I  would  like  to  insert  in  line  1, 
page  26,  after  the  word  "  by  "  the  words  "  the  public-service  commis- 
sion or  by,"  and  on  the  same  line,  after  the  word  "  any  "  insert  the 
word  "  other."  That  part  of  section  19  will  then  read,  "  as  may  from 
time  to  time  be  prescribed  by  the  public-service  commission  or  other 
duly  constituted  agency  of  the  State  in  which  the  service  is  rendered 
or  the  rate  charged,"  so  as  to  make  it  necessary  for  any  corporation, 
which  might  get  water  power  under  this  bill,  to  be  subordinated  to 
some  control  by  the  State  conmiission. 

That  is  all  I  have  to  present,  Mr.  Chairman. 

Mr.  Eaker.  Referring  to  your  suggested  amendments,  on  page  14, 
line  10,  and  pa^e  15,  line  13,  they  would  practically  change  the  real 
fundamental  principle  of  this  bill,  would  they  not  ? 

Mr.  Houghton.  I  think  not.  What  I  was  trying  to  have  inserted 
here  was  this,  that  before  a  person  applies  he  has  to  show  the  Federal 
Power  Commission  that  he  has  complied  with  the  laws  of  the  State 
and  has  received  proper  authority  from  the  proper  officials,  and  in 
that  sense  it  has  changed  the  bill,  because  you  say  that  each  applicant 
shall  submit,  and  I  say  before  he  makes  application  he  shall  have 
obtained  the  consent  of  the  duly  constituted  authorities  of  the  State 
or  States. 

Mr.  Baker.  Fundamentally,  it  would  resolve  itself  into  this,  that 
the  States  might  pass  laws  subsequent  to  the  enactment  of  this  legis- 
lation, and  if  this  bill  provided  or  required  that  the  applicants  should 
comply  with  the  State  laws,  or  rules  and  regulations  provided 
thereunder  before  he  could  operate  under  this  bill,  the  whole  scheme 
would  be  subject  to  the  regulation  and  control,  in  effect,  of  the 
State,  would  it  not? 
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;   Mr.  Houghton.  I  think  after  he  got  his  power  he  would  be  sub- 
ject, because  it  provides  in  here 

Mr.  Raker  (interposing).  But  you  make  this  a  fundamental  pre- 
requisite, that  he  must  have  complied  with  all  the  rules  and  regula- 
tions in  regard  to  doing  the  same  thin^,  formulated  by  the  State 
authorities,  before  he  can  even  come  to  the  Federal  commission  and 
become  an  operator  or  a  licensee  under  the  provisions  of  this  bill. 

Mr.  Houghton.  I  do  not  think  it  is  quite  that,  Mr.  Raker,  because 
you  provide  here  in  section  9  that  each  applicant  shall  submit  to  the 
commission  certain  things.  It  virtually  follows  that  until  he  does 
do  that  the  Federal  Power  Commission  will  not  issue  him  a  permit. 
I  want  to  make  sure  that  the  permit  will  not  be  issued  until  he  has 
complied  with  the  reauirements  in  the  various  states  as  they  may 
exist  at  the  time  he  makes  his  application. 

Mr.  Raker.  That  really  gets  back  to  the  fact  that  before  he  can 
proceed  to  obtain  the  benefits  of  this  bill,  which  relates  to  property  of 
the  Government,  he  must  have  complied  with  any  and  all  laws,  rules, 
and  regulations  provided  by  the  State  through  its  commission  and 
other  public  functionaries  ,and  therefore  before  the  Government  of 
the  United  States  can  grant  him  a  license  or  a  conmiission  repre- 
senting the  Government  of  the  United  States,  he  must  deal  with 
another  party  first. 

Mr.  Houghton.  You  said  public  property  of  the  Federal  Govern- 
ment. I  have  confined  my  remarks  entirely  to  New  York  State. 
There  are  no  public  lands  in  New  York  State,  and  the  only  right  the 
Federal  Government  has,  if  any,  is  under  the  commerce  clause  as  to 
navigation. 

Mr.  Raker.  That  is  quite  considerable  in  this  bill. 

Mr.  Houghton.  It  certainly  is,  and  under  the  decisions  it  is  very 
broad.  What  Congress  considers  as  necessary  for  navigation  is  final ; 
there  is  no  review.  Here  you  are  seeking  in  the  State  of  New  York 
to  take  what  the  Federal  Constitution  grants  to  the  citizens  of  New 
York ;  that  is,  the  right  to  possess  their  own  property  for  these  pur- 
poses. It  should  not  be  taken  from  them  without  just  compensation. 
But  here  you  provide  that  anybody  can  go  in  if  the  Federal  Govern- 
ment thinks  it  is  necessary  to  regulate  or  improve  navigation  and  take 
what  belongs  to  the  people  of  the  State.  The  provisions  of  this  bill 
might  very  properly  apply  to  developments  in  those  States  where  the 
Federal  Government  has  a  large  amount  of  public  lands,  where  a 
great  many  of  the  navigable  streams  are  on  the  public  lands. 

Mr.  Raker.  Then,  would  you  not  by  such  legislation  be  authorizing 
the  Government,  whenever  these  rights  in  the  navigable  streams  give 
water  power  to  the  States,  and  allow  it  to  legislate  on  that  subject — 
would  you  not  really  make  its  legislation  subordinate  to  what  the 
State  might  determine,  not  only  upon  navigable  streams  but  partic- 
ularly on  the  nonnavigable  streams  and  on  public  lands? 

Mr.  Houghton.  It  might  work  out  that  way,  possibly,  but  it  seems 
to  me  there  should  be  some  protection  to  the  State  and  its  interest  be- 
•cause  you  say  navigable  and  nonnavigable  streams.  There  is  no 
telling  when  navigable  streams  will  be  affected  by  storage  impound- 
ing of  water  on  nonnavigable  streams,  and  Congress  has  absolute 
power  to  regulate  that. 

Mr.  Raker.  That  is  what  I  am  trying  to  get  at.  Confess  having 
that  power,  should  it  waive  it  and  make  il  possible  by  legislation  that 
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Telopment  of  these  powers  through  private  capital  recognize  the 
interests  of  the  States  and  their  municipalities,  and  I  am  sure  the 
committee  will  not  overlook  those  important  public  interests  when  it 
puts  in  final  form  the  measure  that  is  to  be  reported  to  the  House. 

Just  to  indicate  to  you  the  special  interest  of  Los  Angeles  in  the 
matter  before  the  committee,  I  will  tell  you  in  brief  terms  something 
about  its  projects.  Encouraged  by  an  act  of  Congress  passed  in  1906, 
Los  Angeles  undertook  to  build  its  aqueduct  system,  to  which  Judge 
Baker  has  referred.  Without  that  legislation  it  could  not  have  built 
the  system.  It  has  completed  the  aqueduct  proper,  spending  upon  it 
something  like  $24,500,000.  That  aqueduct  taps  a  stream  called 
Owens  River — which  you  need  not  look  up  to  see  whether  it  is 
navigable  or  not,  because  it  is  not — running  through  two  counties. 
Mono  and  Inyo,  in  California,  and  discharging  into  Owens  Lake, 
which  has  no  outlet.  The  point  of  diversion  of  the  aqueduct  is  about 
4,000  feet  above  sea  level,  and  it  terminates  at  the  Los  Angeles  end 
about  1,000  feet  above  sea  level.  Along  the  course  of  the  aqueduct, 
which  largely  passes  through  a  desert  and  mountain  country,  there 
are  several  splendid  opportunities  for  the  development  of  power 
from  the  flow  or  fall  of  the  aqueduct  w^ater. 

The  aqueduct  project  itself  was  so  big  and  so  nearly  exhausted  the 
financial  strength  of  the  municipality  that  it  could  not  do  very 
much  about  power  while  construction  of  the  aqueduct  was  in  prog- 
ress, but  the  power  was  a  very  important  feature  in  the  thoughts  of 
the  people  during  all  that  time.  The  act  referred  to  only  gave  the 
city  a  year  in  which  to  select  and  apply  for  the  rights  of  way  which 
it  desired.  An  additional  period  of  two  years  was  allowed  for 
'  amendments,  but  that  did  not  sufiice  for  the  purposes  of  the  munici- 
pality. As  a  result,  the  engineers,  in  building  the  aqueduct  with  its 
length  of  over  225  miles,  found  that  it  was  necessary,  for  economic 
and  engineering  reasons,  to  make  considerable  changes  of  location 
from  the  approved  rights  of  way.  Those  changes  aggregate  more 
than  70  miles,  perhaps  about  evenly  divided  between  the  forest  re- 
serves and  open  public  lands.  The  act,  unfortunately,  does  not  make 
any  provision  for  reporting  the  final  location  of  the  constructed 
aqueduct  to  the  proper  Federal  department,  with  the  view  of  obtain- 
ing approval  thereof  so  as  to  give  a  legal  status  to  those  portions  of 
the  rights  of  way  actually  occupied  which  are  not  embraced  in  maps 
approved  as  provided  in  the  act. 

Under  the  construction  program  of  the  city  of  Los  Angeles,  the 
development  of  its  electric  power  has  of  necessity  been  incidental 
and  secondary  to  its  water  project,  the  need  of  a  water  supply  being 
paramount  and  pressing.  However,  despite  the  fact  that  Los  Angeles 
was  compelled  to  let  the  limitations  of  the  act  expire  before  it  could 
select  and  apply  for  the  rights  of  way  required,  for  its  electric  power 
system,  it  has  proceeded  with  the  work  on  that  system  practically 
without  interruption.  The  city  now  has  two  electric  plants,  which  have 
been  constructed  and  are  in  operation  along  the  aqueduct,  with  a 
capacity,  in  the  aggregate,  of  about  40,000  horsepower.  The  larger 
of  these  plants,  w^hich  is  the  center  of  the  system,  has  been  built  in 
the  forest  reserve  under  a  forest  permit.  In  other  words,  the  city, 
without  the  timidity  which  capital  usually  displays,  as  has  appeared 
in  these  hearings,  has  gone  ahead  and  taken  its  chances  with  the 
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National  Government.  That  plant  stands  there  on  land  to  which  the 
city  has  neither  fee  simple  title  nor  right  in  perpetuity. 

In  these  circumstances  the  city  has  decided  to  come  to  Con^rress 
for  relief  in  reference  to  its  power  and  water  projects.  It  wishes  to 
have  its  aqueduct  as  located  and  built,  so  far  as  Government  land 
is  concerned,  on  approved  rights  of  way.  P^'urthermore,  in  view  of 
the  fact  that  the  city  had  to  go  ahead  with  its  power  project  after  the 
aqueduct  was  completed  without  the  necessary  rights  of  way  to  make 
its  w'ork  secure,  it  wishes,  through  the  grace  of  Congress  to  have 
legislative  relief.  Accordingly,  a  bill  has  been  introduced  in  each 
House  which  is  designed  to  extend  the  time  allowed  under  the  act  to 
which  I  have  referred,  the  act  of  1906,  for  the  selection  of  the  rights 
of  way  which  the  city  needs,  for  a  period  of  about  four  years,  so 
that  it  may  obtain  proper  approval  of  the  rights  of  way  occupied  by 
its  aqueduct,  so  far  as  they  have  not  already  been  approved,  and  may 
secure  such  additional  lands  and  rights  of  way  for  its  power  works 
as  the  Secretary  of  the  Interior  may  deem  necessary.  That  bill  is 
pending,  as  I  have  stated,  in  each  House,  and,  I  believe,  in  the  lower 
House  has  gone  to  the  Public  Lands  Committee. 

I  have  sought  a  hearing  before  this  committee,  because  it  has  oc- 
curred to  me  that  possibly  the  city  of  Los  Angeles  would  be  compelled 
to  seek  relief  under  some  general  act,  such  as  is  contemplated  by  the 
measure  now  pending  before  the  committee,  and  because  of  the  prac- 
tical difficulty  of  securing  special  legislation  upon  a  subject  supposed 
to  be  embraced  within  the  scope  of  an  existing  general  law. 

The  electric  power  development  of  Los  Angeles,  though  small, 
comparatively,  is  playing  quite  an  important  part  in  the  economic 
life  of  that  communit3\  The  city  is  supplying  directly  or  indirectly 
something  like  50,000  consumers  in  the  municipality.  This  hydro- 
electric service  means  an  annual  saving  of  about  200.000  barrels  of 
fuel  oil.  It  is  supplying  the  power  which  is  building  the  ships  at  the 
Los  Angeles  port  under  Government  contracts  and  is  putting  in  the 
works  for  supplying  under  Government  orders  the  power  neces- 
sary for  the  submarine  base  at  that  port.  Besides  that,  the  city 
has  enabled  the  city  of  Pasadena,  a  near-bv  community,  to  shut  down 
its  municipal  steam  plant  and  is  furnishing  it  with  cheap  hydro- 
electric power,  involving  a  saving  to  that  community  of  5.000  bar- 
rels of  oil  a  month. 

Xow.  if  you  will  permit  me  to  indicate  by  a  few  general  statements, 
in  advance,  the  attitude  which  I  w^ish  to  take  regarding  this  bill  you 
will  probably  more  readily  understand  the  particular  points  I  shall 
submit  as  to  its  provisions.  I  am  now  approaching  it  from  the 
standpoint  of  a  municipality  or  of  a  State.  I  am  approachin<?  it  in 
the  most  friendly  spirit,  and  in  recognition  of  the  fact  that  this  com- 
mittee and  Congress  desire  to  have  legislation  on  this  pressing  sub- 
ject. I  do  not  wish  to  urge  the  adoption  of  ideas  which  would  unduly 
disturb  the  scheme  of  the  bill  as  drawn,  and  thus  increase  the  diffi- 
cnlty  of  the  committee  to  accomplish  anything.  I  wish  simply  to 
have  States  and  muijicipalities  properly  taken  care  of  at  the  same 
time  that  private  interests  are  being  taken  care  of,  and  I  think  that 
this  can  be  done  through  a  few  simple  amendments  of  the  proposed 
bill  before  you. 
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I  submit  these  propositions  at  the  outset : 

First,  the  licenses  to  States  and  municipalities  should  be  perpetual 
and  irrevocable  except  for  cause. 

Second,  where  the  United  States  does  not  elect  to  take  over,  main- 
tain and  operate  projects,  a  State  or  municipality  should  be  given 
the  right  at  its  option  to  do  so  upon  the  same  terms  and  conditions 
as  the  United  States. 

Third,  no  charges  should  be  imposed  in  connection  with  the  issu- 
ance, exercise  or  enjoyment  of  licenses  granted  to  States  or  munici- 
palities. 

Fourth,  the  commission  should  not  have  jurisdiction  to  regulate 
rates,  service,  or  operation  where  a  State  or  a  municipality  owns  or 
operates  the  project  and  sells  power  wholly  within  the  State. 

The  Chairman.  For  municipal  purposes? 

Mr.  Mathews.  I  am  assuming,  Mr.  Chairman,  that  the  munici- 
pality qualifies  fully  under  the  tests  imposed  by  the  bill. 

This  hearing  has  clearly  and  definitely  developed  these   i)oints: 

1.  That  the  general  welfare  of  the  country  demands  that  its  re- 
maining water-power  opportunities  should  be  developed  as  speedily 
as  possible,  and,  to  that  end,  that  Congress  should  promptly  enact 
legislation  to  encourage  such  development. 

2.  That  even  under  legislation  such  as  that  contemplated  by  the 
proposed  committee  substitute,  private  capital  can  only  be  depended 
upon  to  take  up  and  develop  the  best  and  most  desirable  of  these 
power  opportunities,  and  that  the  great  majority  of  such  powers, 
consisting  of  those  of  only  secondary  or  minor  importance,  must 
still  remain  undeveloped  unless  the  States  or  the  municipal  commu- 
nities shall  provide  the  necessary  funds  by  issuing  bonds  or  levying 
taxes  for  such  purposes. 

3.  That  it  is  unlikely  that  the  National  Government  will  be  in  a 

f)osition  or  will  be  disposed  to  take  over  projects  built  under  its 
icenses  upon  the  expiration  of  the  license  period;  such  licenses, 
therefore,  so  far,  at  least,  as  possible  recapture  of  the  property  of 
the  United  States  is  concerned,  will  virtually  be  perpetual. 

As  to  the  first  point,  all  persons  are  in  agreement.  The  interests 
of  our  country  in  times  of  peace,  and  under  the  more  urgent  con- 
ditions of  war,  demand  that  the  efforts  that  have  been  made  both 
in  and  outside  of  Congress  during  the  past  5  or  10  years  to  bring 
about  the  adoption  of  a  sound  and  comprehensive  policy  on  the  sul> 
ject  of  water  power,  should  now  bear  fruit.  Concerning  the  second 
point,  the  testimony  has  been  overwhelming  to  the  effect,  that  only 
the  few  choice  power  opportunities,  those  that  can  best  assure  a 
good  profit  and  the  prompt  return  of  capital  invested,  will  be  de- 
veloped by  private  interests  under  the  policy  proposed  in  this  bill. 

The  bill,  therefore,  should  make  broader  and  more  liberal  pro- 
vision for  the  participation  of  the  States  and  their  mimicipahties 
in  this  vital  program  of  water-power  development. 

To  avoid  the  contingency  of  practical  j)erpetuity  of  a  license 
granted  to  private  persons  or  corporations,  which  would  be  incon- 
sistent with  the  public  interests,  the  proposed  law  should  give  the 
States  and  the  municipalities  the  right  to  take  over,  maintain,  and 
operate  the  property  if  the  United  States  does  not  elect  to  do  so  at 
the  expiration  of  the  license  term,  upon  the  same  terms  and  condi- 
tions as  thA  United  States. 
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I  would  also  urge  as  manifestly  proper,  that  the  recapture  feature 
of  the  proposed  law  should  not  bo  applicable  to  State  or  municipal 
projects,  rights,  or  property. 

If  I  may  be  permitted  to  make  this  further  observation,  Mr, 
Chairman,  if  there  is  a  feature  of  this  measure  which  is  likely  to, 
and,  as  I  think,  should^  excite  criticism  in  Congress  and  among  the 
people,  it  is  that  the  bill,  if  enacted  into  law  as  drawn,  will  prac- 
tically give  the  corporations  perpetual  license.  Let  me  illustrate 
this  point  from  common  experience. 

In  the  very  early  part  of  the  hearing  the  question  came  up  as  to 
what  would  happen  when  the  license  period  expired  and  the  Gov- 
ernment should  not  elect  to  take  the  property,  and  no  other  person 
wanted  it  ?  It  was  said  that  trespass  would  ensue  and  the  authorities 
could  dispossess  the  licensee.  But,  in  many  casss  those  projects  are 
going  to  be  built  up  to  serve  the  public,  and  communities  will  bec9me 
dependent  upon  them  for  light  and  power — several  communities, 
perhaps,  on  some  single  project.  Is  the  United  States  going  to  de- 
prive the  public  of  this  necessary  service  in  order  to  reach  a  licensee 
who  will  not  take  out  a  new  license?  Of  course,  the  United  States 
will  not  want  to  do  that.  That  will  mean  that  the  licensee  may  con- 
tinue indefinitely  in  the  enjoyment  of  rights  which  have  expired- 
I  think  that  a  parallel  situation  has  arisen  in  many  municipalities 
where  street-railway  franchises  have  expired  and  the  companies 
and  the  public  authorities  could  not  agree  on  the  terms  of  an  ex- 
tension, and  while  they  were  disagreeing  the  companies  continued 
in  business. 

The  danger  or  contingency  that  licenses  granted  to  private  parties 
under  the  proposed  law  may  be  prnctically  perpetual  may  be 
avoided  by  placing  the  States  and  municipalities  directly  concerned 
in  a  position  to  take  over  and  operate  the  projects  if  the  Government 
does  not  wish  to  take  and  operate  the  property.  This  suggestion  is 
proper,  as  I  submit,  for  the  reason  that  water  power,  whether  in  the 
hands  of  the  Government  or  of  a  State  or  a  municipality,  which  is 
being  utilized  for  the  benefit  of  the  public,  is  in  an  ideal  situation, 
upon  the  principle  that  all  agencies  and  resources  affecting  the 
general  public  should  ultimately  be  in  the  hands  of  the  public, 
whether  it  be  the  Government  of  the  United  States  or  a  State  or  a 
municipal  community. 

This  bill  treats  States  and  municipalities  and  private  corporations  to 
a  great  extent  as  if  they  were  in  the  same  situation.  That,  I  am 
sure,  was  not  the  intention  of  the  committee,  but  it  is  the  effect  of  the 
bill.  Certain  preferences  are  given  to  States  and  municipalities,  but 
these  should  be  extended  if  the  legislation  proposed  is  to  accomplish 
the  purpose  in  view.  May  I  then  submit  certain  amendments  to 
the  measure,  and  ask  that  you  consider  them  in  making  up  the 
final  form  of  the  bill? 

In  the  first  place,  Mr.  Chairman,  it  seems  to  me  that  the  defini- 
tion of  "municipal  powers,"  as  contained  in  the  bill,  is  unsatis- 
factory. 

Mr."  Raker.  A  point  of  order,  Mr.  Chairman.  May  I  ask  Mr, 
Mai  hews  if  he  has  a  list  of  his  suggested  amendments  to  be  given 
to  the  reporter  so  that  they  may  appear  in  the  record  now,  so  that 
they  will  be  all  together,  and  then  we  can  go  through  the  record 
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later  and  see  the  discussion  of  them?  If  they  are  all  together  it 
gives  us  a  chance  to  turn  to  the  record  and  see  what  the  amendment 
was  in  exact  form. 

Mr.  Mathews.  I  think  I  can  comply  with  that  suggestion. 

Mr.  Baker.  If  there  is  no  objection  I  ask  that  that  be  done. 

Mr.  Mathews.  The  amendments  I  would  suggest  are  these : 

SUGGESTED  AMENDMENTS. 

1.  Amend  section  3  by  Inserting  after  the  word  "  general,"  in  line  8,  page  5, 
the  words  "  welfare  or." 

2.  Amend  section  4,  by  adding,  immediately  after  the  word  "years,"  in  Une 
9,  page  10,  the  following: 

**  Provided,  That  nothing  in  this  subdivision  contained  shaU  be  deeme<l 
to  apply  to  States  or  municipalities." 

3.  Amend  section  6,  by  inserting  immediately  after  the  word  "therein,"  in 
line  19,  page  12,  the  following: 

''Provided,  That  licenses  issued  to  States  and  municipalities,  under  the 
provisions  of  this  act,  shall  be  perpetual  and  irrevocable  except  for  cause." 

4.  Amend  section  7,  by  strilving  out  the  words  "  may  in  its  discretion,"  in 
line  4.  page  13,  and  in  place  thereof  in*;ert  the  word  "  shall." 

5.  Amend  section  8,  by  adding  inmiediately  after  the  word  "  hereunder,"  in 
lino  24,  page  13,  the  following: 

"  Provided,  That  in  case  the  rights  of  any  such  licensee  are  acquired  by  a 
State  or  municipality,  the  commission  shall  issue  to  said  State  or  municipality, 
a  perpetual  license  for  such  rights,  in  the  sjime  manner  and  upon  the  same 
terms  and  conditions  as  upon  an  original  ai)plication  by  a  State  or  municipality." 

6.  Amend  sul)di vision  (c)  of  section  10,  so  as  to  make  the  reciuireinent,  to 
wit,  "  Shall  maintain  adequate  depreciation  reserves  for  such  purpo-^^es.'*  in  lines 
20  and  21,  page  15,  inapplicnljle  to  Stji.os  jiiul  nniniciijalities,  and  rearrange 
tlie  remaining  provisions  of  the  subdivision. 

As  thus  amended  said  subdivision   (c)   should  rea<l  as  follows: 

••  Tliat  thi»  licensee  shall  maintain  the  jiroject  worlds  in  a  c(»ndition  of  repair 
adequate  for  th:»  purpose  of  navigation  and  for  the  eHicient  operation  of  said 
works  in  the  development  and  transniissi»m  (»f  power,  and  so  maintain  and 
operate  said  works  as  not  to  impair  navigation  and  excepting  where  the  licensee 
is  a  State  or  municipality,  the  licensei?  shall  maintain  adequate  depreciation 
reserves  for  such  purposes.  The  licensee  shall  also  conform  to  sucii  reasonable 
rule.^  and  regulations  as  the  connnl  sion  may  from  time  to  time  prescribe  for  the 
protection  of  life,  health,  and  property.  No  license  hereunder  shall  have  tlie 
effect  of  relieving  the  licensee  from  liability  for  any  injury  or  damage  occa- 
sioned by  the  construction,  maintenance  or  operation  of  said  project  works; 
and  the  IJnited  States  shall  in  no  event  be  liable  therefor." 

7.  Amend  subdivision  (d)  of  section  10,  by  striking  out  the  words  "may  be 
issued,"  in  line  23.  page  10,  and  in  lieu  thereof,  insert  the  words,  "shall  be 
issued  and  enjoyed." 

8.  Amend  section  14,  by  inserting  immetliately  after  the  word  "  shall."  in  line 
13,  page  20,  the  following : 

"  Excepting  in  the  case  of  licenses  issued  to  or  held  by  States  or  munlclpah- 
ties." 

Further  amend  section  14  by  achling  at  the  end  thereof,  the  following: 

"  That  in  the  event  the  United  States  does  not  exercise  its  right  to  take  over, 
maintain  and  operate  a  project  or  projects,  as  hereinabove  provided,  any  State 
wherein  such  project  or  projects  are  located,  or  a  municipality  of  such  State, 
shall  liave  the  right,  upon  notice  in  writing  to  the  conunission  and  to  the  licen«ee 
given  by  such  State  or  municipality  not  less  than  two  years  previous  to  the 
expiration  of  the  license  therefor,  to  take  over  and  thereafter  maintain  and 
operate,  under  a  license  to  be  issued  by  the  commission  and  which  shall  be 
perpetual  and  irrevocal)le  except  for  cause.  su(.'h  project  or  projects,  together 
with  any  lock  or  locks,  or  other  aitls  to  navigation,  as  aforesaid,  and  the  right 
to  take  over  upon  mutual  agreement  with  the  licensee  all  dependent  property, 
as  aforesaid,  upon  and  subject  to  like  terms  and  conditions  as  to  taking  posses- 
sion of  the  property  and  payment  of  the  net  investnient  of  the  licensee  and  sever- 
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a  nee  damaj^es  as  above  provided  for  In  case  the  Unlte<l  States  had  elected  to  take 
over  such  property.  The  net  investment  of  the  licensee  in  the  project  or 
projects  so  taken  and  the  amount  of  severance  damapres,  if  any,  shall  he  deter- 
iniiied  by  afn'eenient  l>etween  the  State  or  municipality  so  taklnrr  such  pronerty 
juid  the  lirerisee.  and  in  case  they  can  not  agree,  then  by  proceedings  instituted 
by  such  State  or  municipality  in  a  court  of  competent  jurisdiction." 

9,  Amend  se<"tion  15,  l>y  inserting  immediately  after  words  "United  States," 
in  line  1,  page  22.  the  words  "  or  a  State  or  municipality." 

Also  amend  section  15,  by  inserting  immediately  after  the  words  "  United 
States,"  in  line  18.  page  22,  the  words  "  or  a  State  or  municipality." 

10.  Amend  section  19,  by  adding,  innnediately  after  the  word  *'  matter,"  in 
line  18,  page  26,  the  following: 

".  and  that  such  jurisdiction  shall  not  exist  when  a  State  or  municipality  owns 
or  operates  such  i)roject,  and  is  developing,  transmitting  and  distributing  power 
for  sale  wholly  within  the  State." 

• 

I  will  now  call  more  particular  attention  to  these  various  sug- 
gested amendments,  taking  them  in  the  order  in  which  I  have  stated 
them. 

The  definition  "  municipal  purposes  "  in  the  bill  is  found  on  page 
5  as  follows : 

"Municipal  purposes"  means  and  Includes  all  purposes  within  municipal 
powers  as  defined  by  the  constitution  or  laws  of  the  State  or  by  the  charter 
of  the  municipality  where  any  such  purpose  is  directly  pursued  by  the  munici- 
pality itself  with  the  primary  object  of  promoting  the  security,  health,  good 
government,  or  general  convenience  of  its  inhabitants. 

I  will  at  this  time  merely  sugg:est  this  amendment  of  that  defini- 
tion: In  line  8  of  that  page,  after  the  word  "general,"  insert  the 
words  "  welfare  or."    So  that  it  will  read : 

with  the  primary  object  of  promoting  the  security,  health,  good  government, 
or  general  welfare  or  convenience  of  Its  inhabitants. 

Now  proceeding  to  the  second  suggested  amendment,  Mr.  Chair- 
man, I  will  ask  you  to  turn  to  page  10.  Add  immediately  after  the 
w^ord  "years"  in  line  9,  the  following: 

ProviflcfU  That  nothing  In  this  subdivision  contained  shall  l)e  deemed  to  ap- 
ply to  States  or  miinlclpalltles. 

That  is  in  subdivision  (f)  of  section  4,  and  is  the  subdivision  which 
authorizes  the  commission  to  prescribe  rules  and  regulations  for  the 
establishment  and  maintenance  of  a  system  of  accounts  by  licensees; 
to  examine  all  books  and  accounts  of  such  lincensees  at  any  time:  and 
to  require  them  to  submit  at  such  time  or  times  as  the  commission 
may  require  statements  and  reports,  and  so  forth.  It  seems  to  me 
it  would  not  be  desirable  to  subject  States  and  municipal  communities 
to  the  visitarial  powers  of  a  Federal  commission  for  such  purposes. 
For  that  reason,  I  have  suggested  the  amendment: 

Provided,  That  nothing  In  this  subdivision  contained  shall  be  deemed  to  apply 
to  States  or  municipalities. 

The  next  suggested  amendment  would  affect  page  12,  and  is  as  fol- 
lows: Insert  immediately  after  the  word  "therein,"  in  line  19,  the 
following : 

Provided.  That  licenses  issued  to  States  and  municipalities,  under  the  pro- 
visions of  this  act,  shall  be  perpetual  and  irrevocable  except  for  cause. 

The  section  affected  by  the  proposed  amendment  is  the  one  which 
defines  the  term  of  the  licenses  provided  for  in  the  proposed  bill. 
That  is,  they  shall  be  issued  for  an  original  period  of  50  years,  and 
so  forth. 
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The  next  amendment  is  one  affecting  page  13,  and  is:  Strike  out 
the  words  "may  in  its  descretion,"  in  line  4,  and  in  place  thereof 
insert  the  word  "shall."    With  this  change  the  language  would  be: 

That  In  Issuing  licenses  hereunder,  the  commission  shall  give  preference  to 
applications  for  licenses  by  States  and  municipulities — etc. 

Mr.  Baker.  What  page  is  that  last  one? 

Mr.  Mathews.  Page  13,  line  4.  The  point  of  the  suggested 
amendment  is  this:  That  in  issuing  licenses  the  commission,  instead 
of  having  the  discretion  to  give  preference  to  States  and  munici- 
palities shall  be  required  to  give  such  preference. 

Mr.  Esc II.  Mr.  Pierce  suggested  an  amendment  by  striking  out 
the  word  "  licenses,"  in  that  third  line  and  substituting  "  preliminary 
permits." 

Mr.  Mathews.  My  suggested  amendment  would  affect  that  then 
in  that  form,  requiring  the  preference  to  be  given  to  the  State  or 
municipality  by  the  commission,  whether  it  is  the  license  or  the 
permit. 

Proceeding  then  to  the  next  suggested  amendment,  it  would  be 
on  the  same  page,  page  13,  at  the  very  end  of  the  page,  and  is  as 
follows :  Insert  immediately  after  the  word  "  hereunder  "  in  line  24 
the  following: 

Prondetf,  That  in  CMse  th<*  rljrhts  of  nny  surh  licensee  are  iicciuired  by  a 
State  or  municipality,  the  connnission  shall  issue  to  said  State  or  municipality 
a  perpetual  license  for  such  rights,  in  the  same  manner  and  u|X)n  the  siime 
terms  and  conditions  as  upon  an  original  application  by  a  State  or  a  munici- 
pality. 

The  section  affected  is  the  one  which  regulates  the  transfer  of 
licenses.  The  effect  of  the  amendment  is  to  provide  that  if  a  State 
or  municipality  should  acquire  the  project  property,  it  shall  be  en- 
titled to  a  perpetual  license  subject  to  revocation  only  for  cause, 
despite  the  fact  the  former  proprietor  had  a  limited  term. 

My  next  suggested  amendment  affects  subdivision  (c)  of  section 
10.  That  subdivision  requires  the  licensee,  among  other  things,  to 
keep  the  project  works  in  a  condition  of  repair;  to  make  all  necessary 
renewals  and  replacements;  and  to  maintain  adequate  depreciation 
reserves.  The  subdivision  really  has  in  view  private  corporations 
and  individuals.  Now,  I  would  suggest  an  amendment  covering  the 
entire  subdivision,  preserving  the  language  and  the  ideas  of  the  sub- 
division as  it  now  stands,  so  far  as  it  will  permit  me  to  accomplish 
my  object,  even  retaining  language  which,  if  I  were  entirely  at  lib- 
erty, 1  would  not  want  to  retain,  so  far  as  States  and  municipalities 
are  concerned.    I  would  have  the  subdivision  read  this  way : 

That  the  licensee  shall  maintain  the  projwt  works  in  a  condition  of  repair 
adequate  for  the  purpose  of  navipition  and  for  the  efficient  operation  of  said 
worlvs  in  the  development  and  transmission  of  power,  and  so  nmintniu  and 
operate  said  worlvS  as  not  to  imi)air  navipition,  and  excepting  where  the  license** 
is  a  State  or  municipality  the  licensee  shall  maintain  adequate  depreciation 
reserves  for  such  purposes.  The  licensiH»  shall  also  conform  to  such  reasonahle 
rules  and  rep:ulations  as  the  commission  may  from  time  to  time  pres<»ribe  for 
the  protection  of  life,  health,  and  property.  No  license  hereunder  shall  have 
the  effect  of  relieving  the  licensee  from  liability  for  any  injury  or  dnninge  occn- 
sione<l  by  the  construction,  maintenance  or  operation  of  said  project  works: 
and  the  Xrnlted  States  shall  in  no  event  l>e  liable  therefor. 

I  have  some  misgivings  about  those  provsions  which  subjects  States 
and  municipalities  to  the  control  of  the  Federal  commission  in  regard 
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to  the  subjects  of  life,  health,  and  property,  but  I  would  not  hesitate, 
if  I  were  advising  a  State  or  municipality,  to  let  those  provisions 
stand.  They  are  aimed  at  a  legitimate  object  and  will  be  adminis- 
tered, I  am  quite  sure,  properly  and  in  the  interest  of  the  whole  peo- 
ple, including  the  people  of  the  particular  State  or  muncipality. 
But  I  wish  particularly  to  get  out  of  that  subdivision,  so  far  as  a 
State  and  municipality  is  concerned,  the  provision  requiring:  them  to 
maintain  adequate  reserves  for  the  purposes  specified.  Of  course, 
that  is  really  inappropriate  to  a  State  or  municipality.  A  State  or 
municipality  would  not  operate  such  utilities  for  profit,  and  there 
would  be  no  occasion  for  the  protection  of  creditors  of  the  State  or 
municipalty  by  the  maintenance  of  what  is  termed  here  as  "  adequate 
depreciation  reserves." 

On  page  IG  at  line  23,  I  would  ask  that  a  change  be  made  in  this 
way :  Strike  out  the  words  "  may  be  issued,"  and  in  lieu  thereof  insert 
the  words  "  shall  be  issued  and  enjoyed."  As  thus  amended  the  clause 
affected  would  read  as  follows: 

i*rovUli'd,  That  licenses  for  the  developiuent,  traiisiiiissiun  or  distribution  of 
IK)wer  by  States  or  niunicipalitles  solely  for  State  or  municipal  purposes  shall 
be  issued  and  enjoyed  without  charire. 

Such  amendment  would  absolutely  exempt  States  and  municipali- 
ties from  such  charge,  and  in  so  far  as  ''charge"  means  an  intial 
exaction,  I  would  like  to  see  the  clause  amended  so  as  to  provide  that 
there  shall  be  no  charge  either  for  the  issuance  or  the  exercise  or 
enjoyment  of  the  license. 

After  that,  on  page  20,  at  line  13 — and  I  am  now  dealing  w^th 
section  14,  Mr.  Chairman,  which  relates  to  the  important  feature  of 
recapture — I  would  suggest  an  amendment  in  line  with  my  prelimi- 
nary statement  that  the  recapture  provisions  of  the  bill  should  not 
be  made  applicable  to  States  or  municipalities.  The  amendment  is 
as  follow^s:  insert  immediately  after  the  word  "shall,"  line  13,  page 
20,  the  words  "  excepting  in  the  case  of  licenses  issued  to  or  held  by 
States  or  municipalities." 

That  would  leave  the  section  to  provide,  so  far  as  that  part  of  it 
is  concerned,  that  upon  not  less  than  two  year's  notice  in  writing  from 
the  commission,  the  United  States,  shall  except  in  the  case  of  licenses 
issued  to  or  held  by  States  or  municipalities,  have  the  right  of  recap- 
ture. It  simply  takes  the  projects  of  States  and  municipalities  out 
from  under  the  recapture  clause. 

Coming  now  to  the  point  which  I  suggested  at  the  outlet,  that  the 
Congress  should  make  provision  in  behalf  of  States  and  municipal- 
ties  for  the  contingency  that  the  United  States  may  not  at  the  ex- 
piration of  the  license  period,  either  want  to,  or  be  in  a  position  to, 
take  over  a  project.  In  such  cases  the  law  should  provide  for  a 
second  right  of  recapture  in  behalf  of  States  and  municipalities. 
The  purpose  of  my  amendment  is  to  give  the  State  or  municipality 
interested  in  such  project  the  right,  if  it  should  turn  out  that  the 
(lovernment  itself  does  not  want  the  property,  to  take  it  over  upon 
the  same  terms  and  conditions  as  are  accorded  to  the  Government 
itself.    My  amendment  adds  another  paragraph  to  section  14. 

The  Chairman.  It  follow^s  at  the  end  of  section  14? 
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Mr.  Mathews.  Yes,  sir.  This  addition  to  that  section  would  be 
as  follows : 

That  In  the  event  the  United  States  does  not  exercise  its  right  to  take  over, 
maintain,  and  operate  a  project  or  projects  as  herein  above  provided,  any 
State  wherein  such  project  or  projects  are  lo<rated,  or  a  municipality  of  such 
State,  shall  have  the  right  upon  notice  in  writing  to  the  Commission  and  to 
tlie  licensee  given  by  sucli  State  or  municipality  not  less  than  two  years  pre- 
vious to  the  expiration  of  the  license  therefor,  to  take  over  and  tliereafter 
maintain  and  operate,  under  a  license  to  be  issued  by  the  commission  and 
which  shall  be  perpetual  and  irrevocable  except  for  cause,  and  such  project  or 
projects,  together  with  any  lock  or  locks,  or  other  aids  to  navigation,  as  afore- 
said, and  tlie  right  to  take  over  upon  mutual  agreement  with  the  licensee  all 
dependent  property,  as  aforesaid,  upon  and  subject  to  like  terms  and  condi- 
tions as  to  taking  possession  of  the  property  and  payment  of  the  net  investment 
of  the  licensee  and  severance  damages  as  are  above  provided  for  In  case  the 
United  States  had  elected  to  take  over  such  proi)erty.  The  net  investment  of 
the  licensee  In  the  project  or  projects  so  taken  and  the  amount  of  severance 
damages.  If  any,  shall  be  determined  by  agreement  between  the  State  or  munici- 
pality so  taking  such  property  and  the  licensee,  and  in  case  they  can  not  agree, 
then  by  proceedings  Instituted  by  such  State  or  municipality  In  a  court  of 
competent  jurisdiction. 

In  section  14,  as  now  framed,  in  case  of  such  disagreement  between 
the  United  States  and  the  licensee,  the  controversy  is  referred  to  a 
Federal  court.  It  might  not  be  competent  to  refer  a  controversy 
of  that  kind  where  it  should  arise  between  a  State  or  municipality 
and  the  licensee  to  a  Federal  court.  My  amendment  is  framed  so 
that  such  disagreement  might  be  referred  to  any  court  of  competent 
jurisdiction  to  determine  what  should  be  paid. 

The  Chairman.  Whether  a  Federal  court  or  a  State  court? 

Mr.  Mathews.  Yes.  It  will  be  perfectly  agreeable,  of  course,  to 
have  the  Federal  court  given  jurisdiction  if  it  would  be  competent  to 
do  FO.     I  have  some  doubt  whether  it  would  be  competent  to  do  so. 

Now  proceeding  to  the  next  amendment — and  I  am  not  very  far 
from  the  end,  Mr.  Chairman — immediately  after  the  words  "  United 
States,"  line  1,  page  22,  insert  the  words  "or  a  State  or  munici- 
pality." Also  insert  immediately  after  the  words  "  United  States," 
m  line  18,  page  22,  the  words  "  or  by  a  State  or  municipality." 

You  will  readily  perceive  that  these  amendments  are  m  line  with 
the  theories  and  ideas  that  I  have  been  advancing.  They  would 
affect  section  15,  which  provides  for  the  contingency  that  the  United 
States  may  not  wish  at  the  end  of  the  license  period  to  take  over  the 
property,  and  the  amendments  suggested  would  have  the  effect  of 
broadening  the  contingency  by  providing  that  if  the  United  States 
or  a  State  or  municipality  does  not  wish  to  take  the  property,  then 
it  shall  go  to  the  new  licensee  or  to  the  old  licensee,  as  provided  for 
in  the  section  as  it  now  stands.  It  is  to  make  the  provision  that  it  shall 
go  to  the  original  licensee  or  to  a  new  licensee,  dependent  upon 
whether  the  United  States  or  a  State  or  a  municipality  does  not  take 
over  the  property. 

The  next  amendment  is  to  add  immediately  after  the  word  "mat- 
ter," in  line  18,  page  26,  the  following : 

And  that  such  jurisdiction  shaU  not  exist  when  a  State  or  municipality 
owns  or  operates  such  project  and  Is  developing,  transmitting,  and  distributing 
power  for  sale  wholly  within  the  State. 

While  it  does  not  seem  to  me  to  be  a  vital  matter,  I  think  it  would 
be  better  for  the  law  not  to  contemplate  jurisdiction  by  a  Federal 
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commission  over  a  State  or  municipality  which  is  engaged  in  busi- 
ness wholly  within  the  State.  It  seems  to  me  it  would  excite  opposi- 
fcion  without  accomplishing  anjr  particular  purpose,  and  Congress 
should  trust  the  State  or  municipality  to  take  care  of  the  subject 
properly,  without  making  a  provision  for  possible  jurisdiction  by 
the  Federal  Government. 

Mr.  McLaughlin.  Now,  a  plant  taken  over  by  a  municipality 
might  not  only  be  large  enough  to  supply  its  own  heat  to  all  its  own 
people,  but  it  might  be  large  enough  to  supply  power  and  light,  and 
so  on,  outside  its  own  immediate  jurisdiction.  Would.it  be  improper 
to  vest  in  the  Federal  commission  authority  to  regulate  rates  desired 
by  the  municipality  outside  of  its  own  jurisdiction? 

Mr.  Mathews,  i  think  it  is  inadvisable  to  do  it.  Such  things  as 
Mr.  McLaughlin  proposes  may  happen.  A  municipality  may  nave 
surplus  power  or  surplus  water,  but  my  experience  is  that  you  can 
depend  on  the  States  to  make  provisions  for  the  contingency  sug- 
gested. The  railroad  commission  of  California  claims  jurisdiction 
to  regulate  utility  rates,  even  of  municipalities,  so  far  as  they  under- 
take to  give  service  outside  of  their  boundaries.  I  think  in  almost  all 
the  States  you  will  find  authority  provided  for  controlling  the  situ- 
ation if  such  a  contingency  as  that  arises. 

Mr.  McLaughlin.  'Iho  wires  might  run  into  another  State. 

Mr.  Matheavs.  I  am  dealing  only  with  the  contingency  that  the 
business  is  transacted — or  rather  the  sale  of  power  occurs,  wholly 
within  the  State. 

Mr.  McLaughlin.  Is  your  language  limited  to  that? 

Mr.  Mathews.  Yes.    I  will  read  it  again: 

That  such  Jurisdiction  simll  not  exist  when  a  State  or  a  municipality  owns 
or  oi>erates  such  project,  and  is  developing,  transmitting,  and  distributing  power 
for  sale  wliolly  within  the  State. 

I  trust  that  my  proposed  amendments  commend  themselves  to  the 
committee  as  reasonable.  As  I  stated  in  the  outset,  the  primary 
concern  of  the  Government  is  to  have  these  water  powers  Drought 
into  service  for  the  benefit  of  the  people,  and  when  Congress  finds 
that  they  are  being  used  by  the  people  for  their  own  benefit,  then  the 
main  purpose  of  Congress  has  been  accomplished. 

At  this  point  I  might  add  that  it  may  appear  necessary,  if  the 
amendments  I  have  suggested  in  reference  to  giving  States  and 
municipalities  a  second  right  of  recapture  are  accepted,  to  authorize 
the  commission  to  allot  the  property  to  two  or  more  communities 
jointly  where  several  are  interested,  or  to  determine  which  one  of  two 
or  more  communities  applying  for  the  property  shall  be  given  the 
benefit  of  the  recapture  provision. 

Mr.  Chairman,  I  have  transgressed,  I  am  sure,  the  limit  of  time 
that  was  allotted  to  me,  although  I  have  not  taken  a  longer  half 
hour  than  some  other  speakers  have  who  have  been  similarly  limited. 

The  Chairman.  You  certainly  have  made  good  use  of  it,  Mr. 
Mathews.  Does  any  member  of  the  committee  desire  to  ask  anv 
questions. 

Mr.  Anderson.  Mr.  Mathews,  where  two  applications  for  a  permit 
were  made  simultaneously^  one  by  a  mimicipalitjr  and  one  by  a  pri- 
vate corporation,  or  an  individual,  do  you  think  the  preference 
should  there  be  given  to  the  municipality? 
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Mr.  Matueavs.  Yes,  sir. 

Mr.  Andeksox.  Suppose  that  the  permit  was  originally  given  to 
a  corporation,  and  subsequently  a  municipality  made  application  for 
it,  would  you  in  that  case  think  that  the  municipality'  ought  to  be 
given  preference? 

Mr.  Mathews.  AVell,  Mr.  Anderson,  you  were  asking  for  my  view 
upon  the  point.    I  should  say  yes. 

Mr.  Anderson.  That  is  all  I  wanted  to  get,  your  viewpoint,  of 
course. 

You  have  suggested  an  amendment  touching  subdivision  (c)  in 
section  10,  which  provides  for  an  adequate  depreciation  reserve  for 
the  purpose  of  keeping  the  project  w^orks  in  a  condition  of  repair, 
which  would  make  that  section  inapplicable  to  a  case  where  the 
project  works  were  owned  by  a  municipality.  Do  you  object  to  a 
municipality  being  required  to  keep  adequate  depreciation  reserves 
for  such  a  purpose? 

Mr.  Mathews.  I  think  that  provision  is  inappropriate  and  inapt 
in  the  case  of  a  State  or  municipality.  The  chief  concern  of  a  State 
or  municipality  in  regard  to  the  revenues  from  a  public  utility  which 
it  may  be  operating  is  not  that  there  should  be  adequate  profits  and 
reserves,  as  in  the  case  of  a  private  operator,  but  that  there  should 
be  efficient  service  at  the  minimum  cost  to  the  consumer.  It  is  the 
tendency  in  this  country,  I  think,  for  communities  having  charge  of 
such  utilities  as  water  or  power  to  drive  the  rates  down  to  cost  or  a 
little  more,  without  a  thought  of  surplus  and  without  a  thought  of 
reserve,  relying  on  the  taxpayer  to  protect  the  credit  of  the  com- 
munity if  necessary.  I  know  that  is  the  tendency  in  Los  Ang?les. 
As  soon  as  w^e  got  the  aqueduct  w^ater  we  put  the  rates  down,  l^ike- 
wise,  with  our  power,  we  put  the  rates  down,  so  that  the  war,  instead 
of  forcing  up  the  rates,  finds  us  charging  less  than  in  peace  times. 

Mr.  Anderson.  Well,  is  it  your  contention  that  a  municipality 
ought  to  keep  no  depreciation  reserve,  and,  if  repairs  are  needed,  that 
they  ought  to  be  paid  out  of  the  funds  rais?d  by  taxation? 

Mr.  Mathews.  I  think  ordinary  current  expenses  and  repairs,  of 
course,  should  be  taken  care  of  by  the  utility,  but  betterments  and 
improvements  ought  to  be  provided  for  by  the  taxpayer,  not  the 
consumer. 

Mr.  Anderson.  It  has  occurred  to  me  that  your  proposition  to 
make  leases  perpetual  as  to  municipalities  might  work  somewhat  to 
their  disadvantage,  as  w^ell  as  to  the  disadvantage  of  the  Government. 
Of  course,  if  the  franchise  were  made  perpetual  to  the  municipality, 
it  would  have  no  opportunity  of  any  kind  to  secure  more  favorable 
terms,  w^hich  might  be  possible  in  case  the  permit  was  revocable  at 
the  end  of  50  years. 

Mr.  MATnEw\s.  Well,  I  think  a  municipality,  unlike  a  private  in- 
terest— such  as,  for  instance,  that  represented  by  Mr.  Kelley — would 
take  its  chances  on  future  legislation.  I  would  trust  Congress  to 
give  it  the  benefit  of  such  legislation  without  bargaining  for  it  at 
the  outset. 

Mr.  Anderson.  Would  it  be  possible,  in  case  of  such  a  perpetual 
lease  to  a  municipality,  for  the  municipality  to  transfer  that  per- 
petual lease  to  a  private  corporation  and  thus  evade  the  intent  of 
Congress  that  in  the  case  of  the  corporation  the  lease  should  not  be 
perpetual  ? 
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Mr.  Mathews.  I  take  it  that  in  getting  leases  a  State  or  munici- 
pality would  have  to  stipulate  against  alienation  of  the  property. 
Of  course,  I  would  not  want  a  municipality  or  a  State  to  have  a  per- 
petual license  and  then  turn  around  and  dispose  of  the  property  to 
somebody  else.  I  think  the  license  very  likely  will  contain  a  stipula- 
tion that  so  long  as  it  is  owned  by  the' State  or  municipality  it  shall 
1)0  held  in  perpetuity,  subject  to  revocation  for  cause. 

Mr.  Taylor.  Your  amendments  provide  that  it  should  be  in  per- 
petuity, excepting  revocable  for  cause. 

Mr.  Mathews.  Yes. 

Mr.  Taylor.  And  I  assume  3'ou  would  call  that  one  of  the  causes? 

Mr.  Mathews.  Yes.  Take  our  rights -of  way  under  the  act  of 
U>00.  If  wo  abandon  such  rights  of  way  or  attempt  to  use  them  for 
purposes  other  than  those  authorized,  I  know  that  a  forfeiture  would 
ivsnll.  So  we  ought  to  be  willing,  if  we  seek  to  alienate  property 
(•<j\'ored  by  a  license,  to  suffer  the  loss  of  the  license. 

Mr.  McLaughlin.  That  principle  would  hardly  apply.  A  rail- 
road company  might  have  its  property  so  long  as  it  used  it  for  a  par- 
ticular purpose,  but  it  could  be  transferred  to  another  company  to 
be  used  for  the  same  purpose,  and  the  property  could  not  be  taken 
away  or  could  not  revert  until  that  company  fails  to  use  it  for  the 
particular  purpose. 

Mr.  Mathews.  As  I  say,  I  am  just  making  the  point  that  States 
or  municipalities  ought  not  to  be  averse  to  limitations  on  privileges 
accorded  to  them  by  the  Government.  If  the  license  is  to  be  per- 
petual and  irrevocable  it  should  be  on  the  condition  that  the  State 
<n'  municipality  should  continue  in  the  ownership  and  use  of  the 
property  covered  l)y  it  and  not  seek  to  transfer  it  to  some  other 
interest. 

Mr.  Parker.  Mr.  Mathews,  I  take  it  that  under  the  law  as  it  now 
stands,  without  an}'^  of  your  amendments,  the  license  when  once 
granted  would  be  private  property  and  could  be  taken  only  for  just 
conipensation  by  the  St^ate  or  municipality,  under  the  laws  of  the 
State. 

Mr.  Mathews.  I  did  not  quite  got  that. 

Mr.  Parker.  If  you  do  not  make  any  amendments  whatever,  the 
license  when  once  granted  would  be  held  as  private  property  by  the 
person  who  gets  it,  and  it  can  be  condemned  under  the  laws  of  the 
State  by  process  of  condemnation  and  taken  for  just  compensation. 

^Ir.  Mathews.  I  think  so  bv  the  National  Government. 

Mr.  Parker.  Yes,  I  am  talking  of  the  rights  of  the  municipality 
now.  They  don't  need  any  such  authority  in  order  to  get  possession 
<^)f  a  water  power  if  they  will  condemn  it  and  pay  for  it. 

Mr.  Mathews.  There  is  this  point  though:  These  water  powers  in 
the  West  are  largely  on  Government  land,  and  you  are  now  con- 
templating possible  condemnation  at  the  instance  of  a  municipality 
to  acquire  a  right  of  way  over  Government  land. 

Mr.  Parker.  No,  I  am  speaking  of  its  having  been  constructed 
and  owned  and  operated  by  private  individuals  and  condemned  by 
the  State  laws  and  taken  for  the  municipality,  whether  it  is  water, 
whether  it  is  an  aqueduct,  or  whatever  it  may  be.  Just  as  in  my 
own  State,  certain  societies  have  been  condemned  for  that  purpose. 
So  that  it  is  not  absolutely  necessary  to  have  these  amendments  in 
order  to  put  that  authority  into  the  hands  of  a  municipality. 


388  WATEB  POWEE. 

Mr.  Mathews.  I  may  be  pardoned  if  I  make  this  observation: 
This  bill  deals  with  navigable  streams  and  public  lands. 

Mr.  Taylor.  Yon  can't  condemn  Government  land. 

Mr.  Parker.  You  can't  condemn  navigable  streams,  but  you  can 
condemn  works  and  licenses.    They  are  private  property. 

Mr.  Mathews.  Works  might  not  oe  of  any  value  unless  you  had  the 
foundation  for  them  in  the  Government  domain. 

Mr.  Parker.  Well,  this  other  party  only  has  a  license  in  the  Gov- 
ernment domain,  and  that  license  can  be  condemned. 

Mr.  Mathews.  It  might  be  a  question,  whether  the  Government, 
which  has  control  of  its  licenses,  would  subject  them  to  condemna- 
tion at  the  instance  of  the  State. 

Mr.  Parker.  I  haven't  seen  any  question  about  it,  but  we  will  go  to 
another  point.  You  say  yourself  that  the  license  if  made  in  per- 
petuity should  have  provisions  against  alienation.  Ought  not  that 
to  be  in  the  bill  itseli?  Ought  it  not  to  be  so  guarded  as  not  to  be 
subject  to  any  alienation  ? 

Mr.  Mathews.  I  would  say  it  would  be  perfectly  agreeable  to  have 
it  in  the  bill. 

Mr.  Parker.  Another  matter.  Do  you  propose  to  exempt  the  mu- 
nicipality from  keeping  an  account  for  repairs?  Suppose  a  big 
dam  should  break? 

Mr.  Mathews.  I  am  still  subjecting  the  State  and  municipality  to 
the  requirement  that  it  shall  maintain  the  project  works  in  "  a  con- 
dition of  repair  adequate  for  the  purposes  of  navigation  and  for  the 
efficient  operation  of  said  works  in  the  development  and  transmis- 
sion of  power."    Just  as  it  is  now. 

Mr.  Parker.  Where  is  that  that  you  leave  alone? 

Mr.  Mathews.  At  the  bottom  of  page  15. 

Mr.  Parker.  You  said,  "  Nothing  herein  contained  shall  apply  to 
States  or  municipalities";  and  yon  gave  the  reason  for  that  that 
you  did  not  want  to  subject  them  to  the  establishment  of  a  system 
of  accounts  and  the  maintenance  thereof,  keeping  their  books  open 
and  so  forth,  as  provided  on  the  previous  page. 

Mr.  Mathews.  That  is  not  the  portion,  though,  dealing  with  the 
matter  of  maintenance  of  sufficient  reserve. 

Mr.  Parker.  I  am  talking  about  the  accounting  system.  Now 
aren't  those  accounts — the  work  that  is  done  in  keeping  those  ac- 
counts— isn't  that  essential  to  the  Government  in  finding  out  whether 
the  works  are  properly  maintained? 

Mr.  Mathews.  Well,  I  wouldn't  think  so.  I  think  that  is  a  mat- 
ter of  engineering  or  expert  inspection  of  the  works.  And  then  if 
you  will  bear  in  mind  that  these  provisions  are  designed  particu- 
larly to  govern  the  actions  of  private  individuals  and  corporations 
who  have  borrowed  money,  perhaps,  and  are  required  to  keep  their 
systems  in  an  efficient  condition. 

Mr.  Parker.  I  am  speaking  of  those  that  are  applicable  to  mu- 
nicipalities. Isn't  it  essential  that  the  Government  should  know  that 
the  property  was  being  used  and  not  left  without  use? 

Mr.  Mathews.  I  should  think  so. 

Mr.  Parker.  Your  experience  as  a  lawyer  has,  of  course,  taught 
you  that  any  forfeiture  by  the  State  of  any  franchise  once  granted, 
for  nonuse  or  misuse,  is  very  difficult  to  enforce;  and  it  is  for  that 
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reason  probably  that  a  time  limit  is  imposed  in  this  bill.  And  does 
not  that  reason,  the  necessity  of  seeing  that  the  water  power  is  prop- 
erly used,  developed  and  made  the  most  of— doesn't  that  apply  to 
municipalities  as  well  as  to  private  individuals? 

Mr.  Mathews.  I  should  say  there  is  not  the  same  reason  applying 
to  States  and  municipalities  as  to  provide  corporations.  For  in- 
stance, the  municipal  corporation  is  organized  for  all  time  to  come. 
It  has  a  franchise  right  in  the  State  for  all  time  to  come;  but  the 
ordinary  provision  in  the  case  of  a  private  corporation  is  that  it  shall 
have  corporate  life  for  a  limited  period,  generally  50  years. 

Mr.  Parker.  A  great  many  of  our  railroad  corporations  last  a 
very  long  time.  But  I  am  speaking  of  the  very  great  difficulty 
of  forfeiting  any  franchise  once  given,  which  would  be  especially 
so  with  reference  to  a  municipality ;  and  isn't  a  time  limit  therefore 
necessary  with  a  municipality  as  well  as  with  a  railroad  or  whatever 
it  may  be,  in  order  to  see  that  they  use  and  develop  the  plants  and 
not  sunply  hold  them  for  no  purpose  whatever,  or  allow  them  to 
fall  out  of  repair?  How  would  you  provide  for  keeping  them  up  in 
repair — enforcing  such  a  provision — except  by  a  process  of  for- 
feiture? You  never  can  resume  control  unless  there  is  a  limit  in 
time. 

Mr.  Mathews.  It  is  true,  so  far  as  a  State  or  municipality  is  con- 
cerned, as  distinguished  from  a  private  corporation,  that  you  will 
find  that  they  will  be  much  more  careful  about  the  neglect  of  rights 
which  may  result  in  the  loss  of  public  property  to  the  Government 
or  to  anybody  else.  I  do  not  believe  that  there  is  any  emergency 
that  would  require  you  to  subject  a  utility  owned  by  a  public  corpora- 
tion like  a  city,  and  operated  for  the  benefit  of  the  public,  to  the  term 
clause,  so  that  the  Government  may  divest  the  municipality  of  that 
utility.  You  should  rather  contemplate  that  the  utility  is  in  its  final 
and  proper  situation,  where  it  is  owned  by  the  municipality  and 
operated  by  the  municipality  for  the  public  good,  not  for  the  profit 
of  stockholders  or  bondholders. 

Mr.  Parker.  Why,  is  not  the  power  that  you  admit  might  be  in 
the  hands  of  a  State  or  which  might  be  reserved  by  the  bill,  to 
condemn  and  take  by  condemnation  any  such  license  that  gets  into 
private  hands,  sufficient  for  any  municipality? 

Mr.  Mathews.  As  I  stated  before,  I  have  grave  doubts  whether 
it  would  be  competent  for  the  State  or  municipality  to  condemn. 

Mr.  Parker.  Suppose  that  right  is  given  by  this  bill. 

Mr.  Mathews.  To  condemn  a  license  and  to  condemn  rights  of 
way  over  the  public  domain,  where  the  fee  is  in  the  National  Gov- 
ernment ? 

Mr.  Parker.  Suppose  that  is  given  by  the  bill,  the  right  to  the 
municipality  to  take  an  assignment  of  the  license  either  by  purchase 
or  condemnation ;  isn't  that  all  you  need  ? 

Mr.  Mathews.  No,  I  don't  think  so.  I  am  not  seeking  to  have 
nnunicipalities  taken  care  of  in  a  way  that  will  unduly  disturb  the 
general  scheme  of  the  bill.  I  will  simply  say  this,  that  if  the  United 
States  does  not  want  a  project,  let  a  State  or  municipality  take  it. 
And  since  in  the  hands  of  the  State  or  municipality,  the  project  will 
be  used  for  the  public  benefit,  there  is  no  reason  for  limiting  the  time 
for  using  the  property  for  that  purpose. 
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Mr.  Parker.  You  propose,  however,  to  limit  the  municipality  to 
supplying  only  its  own  territory.  It  can  not  send  out  of  the  State, 
You  put  it  under  conditions  that  would  not  apply  if  you  took  it 
from  a  private  owner. 

Mr.  Mathews.  I  am  just  j'ielding  to  the  bill  in  that  I'egard,  be- 
cause I  find  the  provision  as  to  sales  occurring  wholly  within  the 
State. 

Mr.  Parker.  You  understand  I  am  not  trying  to  make  it  harder 
for  the  municipality,  but  I  am  thinking  that  perhaps  these  provi- 
sions may  make  complications  which  would  make  it  rather  more 
troublesome  for  the  municipality.  If  they  get  out  of  money  and 
can  not  keep  up  the  property  they  have  got  to  let  it  go  by  forfeiture, 
instead  of  being  able  to — as  they  would  if  they  had  a  temporary 
license — sell  to  a  private  individual  and  get  something  back.  Sup- 
pose a  dam  washed  out. 

Mr.  Mathews.  Of  course  I  am  animated  by  the  idea  that  the  State 
or  municipality  would  never  want  to  sell. 

Mr.  Parker.  Suppose  a  dam  washed  out  and  the  municipality  is 
not  able  to  repair  it  but  private  capital  is. 

Mr.  Mathews.  I  can  not  contemplate  that  condition  because  I 
don't  know  of  any  municipality  that  can  not  meet  such  an  emergency 
as  that.  And  no  municipality  that  I  am  familiar  with  will  want  to 
depend  on  private  capital  to  bridge  a  gap  of  that  kind. 

iVIr.  Parker.  Haven't  there  been  several  casc*s — a  good  many 
cases — of  attemi)ted  municipal  ownership  which  have  been  decided 
failures?  Los  Angeles  has  been  very  successful,  but  some  others  have 
not. 

Mr.  Mathews.  I  think  that  is  right. 

Mr.  Parker.  I  think  so.  And  in  that  case,  if  they  made  a  failure 
of  it  their  only  remedy  would  be  forfeiture  to  the  United  States 
(Jovernment,  instead  of  being  able  to  get  somebody  else  who  will 
make  a  success  of  it. 

Mr.  Mathews.  I  should  like  to  say  for  Los  Angeles  that 

Mr.  Parker  (interposing).  I  am  not  speaking  of  Los  Angeles. 

Mr.  Mathews.  We  are  trying  to  set  as  good  an  example  as  pos- 
sible in  reference  to  a  sound  principle.  I  sold  bonds  in  New  York 
to  buy  the  original  municipal  water  system  of  Los  Angeles,  $2.- 
000,000.  Not  a  penny  of  taxation  has  ever  been  levied  by  Los  An- 
geles to  support  that  system  or  to  make  payments  on  that  debt. 

Mr.  Parker.  I  am  not  disputing  that  at  all.  I  know  Los  Angeles 
has  done  wonderfully  well,  but  some  others  have  done  ill. 

Now  the  question  I  was  going  to  ask  you  was  this:  Have  you  reati 
the  bill  Ihat  I  introduced  on  this  subject? 

Mr.  Mathews.  No,  sir;  I  am  sorry  to  say  I  have  not. 

Mr.  Parker.  My  propositicn  was  that  any  licensee  should  be  lim- 
ited to  a  fair  return — it  might  be  a  large  om» — on  the  original  capital, 
perhaps  25  per  cent  a  year,  but  it  would  not  be  thousands  of  per 
cent,  as  we  have  sometimes  seen  in  these  monopolies,  and  that  all  sur- 
plus profits  above  that  amount  should  be  distributed  among  the 
customers;  so  that  if  they  supplied  electric  light  (^r  electric  power 
they  would  take  a  rather  large  rate  from  the  consumer  but  be  bound 
after  receiving  a  fair  return  to  distribute  the  rate  back  by  way  of 
dividends  to  the  consumer,  very  much  as  is  done  in  a  mutual  life 
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insurance  company  or  a  cooperative  store.  Now  would  such  a  scheme 
as  that  operate,  in  your  judgment,  in  the  same  way  as  municipal 
ownership  for  the  benefit  of  the  public  ? 

Mr.  Mathews.  It  would,  except  this :  Municipal  ownership  should 
not  ever,  at  any  time,  exact  such  a  sum  that  it  would  be  necessary  for 
the  municipality,  because  of  an  excess  charge,  to  reimburse  the  con- 
sumers. 

Mr.  Parker.  This  provides  for  immediate  return  at  the  end  of 
the  year,  just  as  you  do  dividends  on  a  premium  in  an  insurance  com- 
pany. Would  it  meet  some  of  your  cbjoctions  with  reference  to 
the  municipal  question  if  it  was  certain  that  private  capital  could 
do  that  by  contract  with  the  municipality? 

Mr.  Mathews  We  have  no  idea  of  that  kind;  because,  as  I  say, 
our  water  and  power  rates  are  down  so  low  now. 

Mr.  Parker.  That  is  Los  Angele^s. 

Mr.  Mathews  No  consumer  has  ever  complained  of  any  exaction. 

Mr.  Parker.  That  is  all  I  have. 

Mr.  McLaughlin.  Would  that  obviate  the  difficulty  that  you  think 
may  arise,  if  the  situation  comes  when  there  is  no  relief  except  con- 
demnation, if  this  alienation  should  not  be  permitted  except  by 
permission  of  the  Federal  commission  ? 

Mr.  Parker.  I  don't  know,  sir.  I  am  puzzled  myself  with  the 
complications  that  come  up  in  considering  the  matter. 

The  Chairman.  Mr.  Mathews,  you  made  a  statement  in  the  be- 
ginning which  struck  me  with  force,  as  it  has  been  my  own  view  on 
the  subject,  and  that  is  that  the  United  States  Government  would 
never  take  over  one  of  these  projects  at  the  end  of  50  years,  or  any 
other  time,  for  its  own  use  and  purposes  unless  to  be  devoted  to 
the  manufacture  of  Government  supplies,  arms,  ammunition  or 
something  that  the  Government  on  its  own  account  does  manufacture 
now;  that  it  would  never  take  it  over  with  the  view  of  following:  the 
business  that  was  followed  by  the  licensee,  or  to  supply  current  to 
private  industries  and  become  a  competitor  with  private  capital  in 
other  industries  depending  upon  similar  development,  and  there- 
fore that  the  United  States  Government  will  in  practice  be  limited 
to  licensing  to  the  original  licensee  or  some  other  licensee  expecting 
to  use  power  for  the  same  purpose,  and  while  it  would  not  be  a 
license  to  a  particular  company  or  individual,  it  would  be  a  per- 
petual license  for  the  same  industrial  uses  and  purposes. 

Mr.  Mathew^s.  Yes,  sir. 

The  Chairman.  Now  you  think  that  a  State  or  municipality 
should  have  the  same  right  to  take  it  over  that  the  Government 
would  have  for  Government  purposes? 

Mr.  Mathews.  Yes. 

The  Chairman.  That  is,  that  the  National  Government  should 
have  the  right  to  take  it  for  National  purposes,  the  State  govern- 
ment for  State  purposes,  and  the  municipal  Government  for  munici- 
pal purposes? 

Mr.  Mathew\s.  If  the  National  Government  does  not  want  the 
property,  then  the  State  or  municipality  should  have  the  right  to 
take. 

The  Chairman.  Therefore,  you  reason  by  analogy  that  if  the 
United  States  Government  took  this  property,  it  has  title  in  per- 
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petuity,  and  that  other  governments,  State  and  municipal,  should 
be  put  upon  the  same  basis  as  to  tenure  that  the  National  (iovern- 
mont  would  have  itself,  when  confined  purely  to  governmental  pur- 
poses ? 

Mr.  Mathews.  Yes,  sir;  the  States  and  municipalities  are  to  be 
subordinate  to  National  rights. 

The  Chairman.  And  that  the  State  or  municipality  would  never 
acquire  this  property  for  the  purpose  of  going  out  and  competing 
with  some  private  industry  using  similar  power. 

Mr.  Mathews.  No,  the  act  draws  a  line  about  municipal  purposes. 

The  Chairman.  Yes;  it  does  not  draw  a  line  on  the  National  Gov- 
ernment, but  I  think  the  very  circumstances  surrounding  the  Gov- 
ernment draws  a  line  that  it  never  would  undertake  to  go  into  u 
competitive  manufacturing  industry  in  which  other  concerns  owned 
by  private  individuals  or  corporations  were  engaged,  for  the  re.*ison 
you  have  mentioned.  The  Government  is  never  supposed  to  do  any- 
thing for  profit.  The  functions  that  it  performs  are  at  best  onl^^  at 
cost,  so  it  would  have  to  let  out  the  power,  if  it  did  do  it,  withoiu 
any  reference  to  profit,  and  therefore  it  could  underbid  every  liise 
power  producer  in  the  whole  country  within  reach  of  it. 

Mr.  Mathews.  Yes,  sir. 

The  Chairman.  That  is  all  I  cared  to  ask  you  along  that  line. 

Mr.  La  Follette.  In  California,  as  I  understand  it,  the  munici- 
palities are  not  in  any  way  under  your  State  utility  board  as  to  rate 
making  or  anything  of  that  kind  ? 

Mr.  Mathews.  1l  es ;  all  municipalities  are,  except  those  which  ai-e 
operating  under  certain  kinds  of  municipal  chartei-s.  We  havt»  m 
California  legislative  charters;  that  is,  charters  enjoyed  by  munici- 
palities imder  the  general  laws.  Then  we  have  freeholders'  charters: 
that  is,  charters  framed  by  the  people  of  the  community  and  ap- 
proved by  the  legislature,  and  where  those  charters  reserve  the  risrht 
of  regulation  to  the  municipalities  the  State  commission  has  no  juris- 
diction as  to  utility  rates. 

Mr.  La  Follette.  They  do  have  jurisdiction  in  the  case  of  inti 
making  in  Los  Angeles? 

Mr.  Mathews.  Not  in  Los  Angeles.    We  fix  our  own  rates. 

Mr.  La  Follette.  That  is  what  I  supposed.  Now  would  you  have 
the  right  to  make  a  rate  for  any  excess  which  you  would  have  to  go 
out  into  the  country  with? 

Mr.  Mathews.  I  was  just  saying,  the  State  commission  claims, 
however,  even  as  to  Los  Angeles  or  any  other  municipality  where 
it  goes  across  the  boundary  line  and  undertakes  service  in  the  com- 
munity surrounding  it,  that  it  subjects  itself  to  the  jurisdiction  of 
the  commission  as  to  rates  in  that  outlying  territory. 

Mr.  La  Follette.  That  is  just  what  I  wanted  to  get  clear.  I  sup- 
posed you  would  have  that  arrangement  and  I  wanted  to  know  if 
that  was  the  law  there. 

Mr.  Taylor.  But  your  own  bill,  the  act  that  we  passed  for  the 
Los  Angeles  water  supply  in  1906,  was  not  broad  enough  to  give  you 
the  rights  which  were  necessary  for  the  development  of  your  system. 

Mr.  Mathews.  No,  sir;  it  was  not. 

Mr.  Taylor.  Now,  you  have  a  bill  pending  before  the  Public 
Lands  Committee  to  broaden  that? 
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Mr.  Mathews.  To  give  tis  more  time  to  select  such  lauds  as  the 
Secretary  of  the  Interior  may  deem  necessary. 

Mr.  Taylor.  And  if  we  pass  this  kind  of  a  measure  will  that  re- 
lieve us  from  the  necessity  of  considering  that  before  the  Public 
Lands  Committee,  or  do  you  want  that  bill  passed  anyhow^ 

Mr.  Mathews.  It  may  be  that  we  will  get  all  the  relief  we  want 
under  this  general  bill.  If  we  do  not,  our  situation  will  present  its 
difficuhies  plainly  to  you,  and  we  hope  to  have  Congress  take  care 
of  us  by  a  special  act. 

Mr.  Taylor.  Does  the  city  of  Los  Angeles  want  us  on  the  Public 
Lands  Committee  to  go  ahead  with  a  relief  bill,  or  let  it  lie  in  abey- 
ance until  you  see  whether  we  pass  this  one? 

Mr.  Mathews.  I  am  perfectly  willing  that  the  Public  Lands  Com- 
mittee should  give  its  attention,  so  far  as  we  are  concerned,  first  to 
the  general  bill  which  is  before  the  committee. 

Mr.  McLaughlin.  I  am  Aery  much  interested  in  this  proposal  that 
a  municipality  shall  have  practically  the  same  right  as  the  (Jovern- 
ment  to  take  over  the  property  at  the  expiration  of  the  term.  At 
the  expiration  of  the  term  the  company  may  have  amortized.  In 
that  case  the  amount  of  money  that  the  Government  would  have  to 
pay  would  be  little  or  nothing.  Would  you  think  it  would  be  right 
to  give  the  municipality  the  right  to  take  the  property  from  the 
company  on  the  same  basis  ? 

Mr.  Mathews.  This  is  my  thought,  Mr.  McLaughlin,  about  that : 
The  company  has  been  enabled  by  charges  agamst  a  particular 
community  to  amortize  its  capital,  and  my  idea  is  that  that  com- 
munity should  have  the  benefit  of  ownership  and  operation  for  their 
good,  without  any  further  rates  to  cover  amortization.  It  is  the 
community  itself  that  will  generally  ask  to  take  property  which  has 
paid  the  rates  to  enable  the  company  to  accumulate  sufficient  money 
to  amortize  its  capital,  and  that  community  will  be  the  beneficiary 
of  the  provision  that  I  am  asking  you  to  insert  in  the  bill. 

Mr.  McLauohlin.  But  the  proj)erty  has  been  constructed  entirely 
upon  land  the  title  to  which  is  in  the  Federal  (Tovernment,  and  there 
is  some  reason  for  the  (Jovernment  asking  that  its  property  which 
has  been  used  for  a  long  time  shall  be  given  back  to  it,  the  Govern- 
ment. The  same  claim  would  not  rest  in  the  municipality,  it  never 
having  owned  the  property. 

Mr.  Mathews.  That  would  be  true  if  my  standpoint  was  not  that 
of  the  consumer  and  the  community,  or  the  public,  rather,  who  wish 
to  have  the  property  and  wish  to  have  it  thereafter  operated  for  the 
benefit  of  the  public;  not  for  the  profit  of  the  municipality  but  for 
the  benefit  of  the  public. 

Mr.  McLaughlin.  And  in  case  the  dam  and  power  plant  were 
constructed  on  private  land  alone,  as  would  be  the  case  in  all  cases,  I 
think,  where  the  construction  is  on  navigable  streams,  and  following 
your  reasoning  the  municipality  would  have  the  right  at  the  end  of 
the  term  to  take  over  the  property  of  the  private  company,  the  title 
to  that  property  always  having  been  in  the  private  company.  It 
might  be  real  estate  of  great  value. 

Mr.  Mathews.  Yes,  the  municipality  should  have  a  secondary 
right  to  the  Government.,  on  the  same  terms  and  conditions. 

Mr.  McLaughlin.  So,  in  case  of  recapture  or  taking  over  by  a 
municipality,  the  municipality  would  be  very  much  interested  in  the 
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terms  on  which  the  property  would  be  taken  over,  and  you  would 
be  particularly  interested  in  this  recapture  clause.  Do  you  think 
it  sets  forth  terms  on  which  the  property  should  be  taken  over  tJiat 
would  be  satisfactory  to  the  municipality  i  In  other  words,  does 
this  net  investment  idea  in  this  bill,  or  in  the  amendments  suggested 
to  it,  properly  set  forth  the  terms  on  which  the  property  should  be 
taken  over,  as  you  look  at  it  ? 

Mr.  Mathews.  If  I  understand  the  question,  Mr.  McLaughlin,  I  do 
not  wish  to  have  that  part  of  the  bill  changed  nor  do  I  wish  to  have  it 
stipulated  that  municipalities  shall  be  consulted  upon  tiie  terms  as  to 
which  the  original  license  shall  be  issued.  We  simply  depend  on  the 
Government's  prescribing  such  terms  as  will  be  satisfactory  and 
reasonable  on  all  sides,  with  the  Government  having  the  right  to  take 
over  the  property  upon  the  expiration  of  the  term,  and  if  it  does  not, 
give  a  secondary  right  to  the  local  public  community. 

I  thank  the  committee  very  mucn  for  the  opportunity  I  have  en- 
joyed of  presenting  this  subject  to  you. 

The  Chaikman.  We  are  very  much  obliged  to  you,  Mr.  Matthews. 

You  may  proceed  now,  Mr.  Stevens. 

STATEMENT  OF  HON.  F.  C.  STEVENS,  REPRESENTING  THE  ITASCA 

PAPER  CO.  OF  MINNESOTA. 

Mr.  Stevens.  Mr.  Chairman  and  gentlemen  of  the  committee,  I 
appear  here  representing  the  Itasca  Paper  Co.  of  Minnesota,  en- 
gaged in  the  manufacture  of  news-print  paper,  which  desires  to  sub- 
mit a  suggestion  for  an  amendment  on  page  8  of  the  bill,  lines  12, 
13,  14,  and  15,  a  transposition  of  language,  so  that  the  words  "  at  any 
navigation  dam"  may  not  apear  following  the  words  "over  and 
above  that  required  for  navigation." 

Mr.  Taylor.  What  kind  of  transportation  would  that  make? 

Mr.  Stevens.  You  could  place  that  in  either  line  15  after  the  words 
''  United  States  "  or  the  first  word  of  line  13,  change  the  w-ord  "  at " 
to  "  from,"  or  "  generaratod  from,"  or  "  created  from." 

Now  the  reason  for  the  request  is  this:  This  is  the  first  time  that 
there  has  been  presented  to,  I  think,  any  committee  in  Congress  the 
proposition  that  there  are  two  kinds  of  navigation  dams.  One  is 
the  dam  where  there  is  navigation  at  the  dam,  which  was  in  mind 
when  there  was  drafted — and  I  had  a  hand  in  drafting  it — ^this  sort 
of  proposition  originally;  but  now  another  kind  of  navigation  dam 
is  coming  into  use  for  water  power,  and  that  is  a  dam  at  the  head 
waters  of  navigable  streams  used  for  reservoir  and  storage  purposes 
where  there  can  not  be  navigation  at  the  dam,  and  it  is  that  sort 
of  a  situation  that  the  people  I  represent  desii-e  to  have  considered. 

Such  a  situation  will  be  before  this  committee  and  Congress  in 
quite  a  number  of  other  cases,  because  there  are  quite  a  number  of 
similar  navigation  dams,  and  this  bill  provides  for  the  construction 
of  more  of  them  by  allotting  a  part  of  the  funds  accruing  from  dams 
in  navigable  streams  to  improvement  of  headwaters,  and  that  will 
be  done  undoubtedly  in  different  parts  of  the  United  States,  as 
under  other  legislation  lands  are  acquired  for  the  improvement  of  the 
headwaters  for  navigation,  so  that  it  is  important  for  you  to  con- 
sider that  subject  now. 
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Xow  the  proposition  which  I  present  to  yon,  concerning  this  par- 
ticnhir  dam,  will  be  simihir  to  that  which  will  be  presented  as  to 
other  dams.  The  storage  dam,  of  course,  is  one  where  there  can  not 
be  navigation  at  the  dam.  That  is  impossible.  It  is  located  at  the 
headwaters  of  the  streams  and  up  in  the  hills.  Those  storage  dams 
liave  a  capacity  for  holding  large  amounts  of  water,  and  if  the  bill 
be  construed  as  providing  as  the  measure  of  compensation  the  surplus 
water  or  water  power  above  that  required  for  navigation  at  the  dajn^ 
you  realize  it  might  be  construed  as  requiring  a  payment  for  all  of 
the  water  flowing  over  the  dam,  because  none  of  it  is  required  for 
local  navigation.  Such  a  measure  of  compensation  for  the  use  of 
the  surplus  water  would  be  fatal  to  any  improvement.  And  that  is 
why  this  transposition  is  needed. 

Now  to  illustrate  with  the  particular  dam  near  the  people  that  I 
represent,  at  the  headwaters  of  the  Mississippi  River,  the  property 
that  is  operated  by  the  Itasca  Paper  Co.  is  a  paper  mill,  manufactur- 
ing news-print  paper  at  the  little  town  of  Grand  Rapids  in  the  upper 
part  of  Minnesota  on  the  Mississippi  River,  just  below  four  of  the 
storaff?  reservoirs  for  the  improvement  of  navigation  of  the  Missis- 
sippi River.  The  United  States  has  constructed  at  those  headwaters 
the  six  largest  storage  resorvoirs  in  the  world,  and  the  size  can  be 
realized  when  they  are  compared  with  the  reservoirs  of  which  Mr. 
Britton  spoke  in  his  very  able  and  interesting  address  the  other 
day,  in  which  he  took  such  great  pride  in  his  iTservoirs  with  a 
capacity,  I  think  he  stated,  of  40,000,000,000  cubic  feet.  These  navi- 
gation reservoirs  are  two  and  a  half  times  as  large  as  those  power 
reservoirs  100,000,000.000  cubic  feet  total  storage  capacity,  and  yet 
I  have  no  doubt  that  the  power  capacity  from  Mr.  Britton's  reser- 
voirs is  several  hundred  times  greater  than  of  these  navigation 
res'^rvoirs. 

Now,  this  mill  is  located  just  below  one  of  these  storage  reservoirs 
and,  of  course,  the  water  which  passes  out  of  this  reservoir  is  of 
great  volume,  but  only  a  very  small  part  of  it  can  be  used  for  power, 
for  the  reason  that  its  fall  is  small  and  that  its  primary  use  is  for 
navigation,  and  sometimes — I  think  in  the  majority  of  cases — ^the 
use  for  navigation  not  only  impairs  its  use  for  power  but  injures 
the  use  of  dams  that  are  below — the  power  dams  that  are  below — 
by  flooding  them,  by  putting  too  much  water  over  so  that  at  times 
the  fall  is  diminished,  or  in  case  of  drought  at  times  storing  the 
water  for  use  for  navigation  below  and  thus  preventing  its  use  for 
power  when  so  needed.  I  know  that  all  of  the  dams  on  the  Missis- 
sippi River  below  these  storage  reservoirs  between  that  and  Minne- 
apolis have  suffered  very  often  by  reason  of  the  necessary  operation 
of  this  navigation  dam,  indeed,  all  of  these  Government  dams,  for 
navigation  purposes.     So  that  if  you  desire  this  water  power  im- 

C roved  and  these  waters  used  as  they  ought  to  be  used  to  produce 
enefits  to  the  people  in  that  locality,  some  provision  tnat  the 
measure  of  compensation  shall  not  be  for  surplus  water  for  navi- 
gation at  the  dam,  but  the  surplus  water  that  is  not  needed  for  navi- 
gation elsewhere,  should  be  inserted;  and  some  such  suggestions  in 
either  of  the  amendments  I  have  outlined  will  complete  the  matter. 

Now,  this  is  important  for  this  reason:  The  United  States  has  a 
considerable  amount  of  timber  up  there,  dead  and  down  timber  in 
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forest  reserves  on  the  Indian  lands,  and  I  imagine  some  in  the  public 
domain.  It  is  anxious  to  sell  that  timber  and  there  is  much  private 
pulp  timber  for  sale.  Our  people  are  anxious  to  buy  it.  The  news- 
papers are  anxious  to  have  news  print  paper  produced  in  that 
vicinity,  and  this  company  has  acquired  all  of  the  little  water  powers 
that  it  can  get,  but  here  is  one  right  in  the  vicinity  which  can  be 
used  to  advantage  in  tying  in  with  these  others,  with  the  purchase  of 
Government  timber  that  could  not  be  used  advantageously  in  any 
other  way,  and  supply  print  paper  to  the  people  of  that  region  at  a 
comparatively  cheap  price.  So  I  ask  the  consideration  of  the  com- 
mittee for  that  amendment. 

Now,  that  is  all  upon  which  I  desire  to  appear  professionally 
before  the  committee. 

Mr.  EscH.  You  presented  it  in  the  alternative  form.  Which  do 
you  prefer? 

Mr.  Stevens.  The  simplest  form  would  be  if  a  comma  were  placed 
after  the  word  "  navigation  "  in  line  13,  and  the  word  "  at "  changed 
to  "  from " ;  so  that  it  would  read  "  surplus  water  or  water  power 
from  any  navigation  dam.''  I  think  that  would  accomplish  what  is 
necessary,  and^  that  does  not  change  the  language  of  the  bill  veiy 
much. 

I  desire  to  call  attention — ^I  speak  now  not  professionally,  but  as 
a  citizen — ^to  the  amendment  on  page  9  of  this  committee  print,  and 
suggest  an  extension  of  that  amendment  to  the  committee — and  I 
speak  from  some  experience,  because  I  have  no  professional  capacity 
in  what  I  say  now.  My  own  judgment  is,  after  some  considerable  ex- 
perience in  the  construction  of  Govornmcnt  dams,  that  the  ITnited 
States  ought  to  have  the  prior  right  to  use  its  own  property.  It  has 
not  that  right  now.  The  United  States  owns  quite  a  number  of  very 
valuable  dams  constructed  for  navigation,  but  in  which  considerable 
power  is  or  might  be  generated.  They  or  now  unused.  Congress 
has  given  no  permission  to  use  them,  and  some  of  them  I  know  could 
be  used  used  advantageously  by  the  United  States  for  its  own 
public  purposes.  I  have  had  some  experience  in  a  business  way  with 
some  people  who  have  large  contracts  with  the  Government.  The 
question  of  fuel  has  been  a  very  serious  one,  as  you  realize,  during 
the  last  winter.  If  the  United  States  had  that  power  of  its  own 
ready  for  use,  it  could  have  saved  a  very  large  sum  of  money  and 
produced  its  own  supplies  to  far  better  advantage.  The  engineers 
of  the  War  Department  and  of  the  War  Industries  Board  investi- 

fated  this  matter  as  to  one  dam  to  ascertain  in  what  way  it  could 
e  done,  and  both  of  them  reported  very  strongly  in  favor  of  some 
such  proposition.  But  there  was  no  statute  authorizing  it;  so  I 
suggest  some  such  amendment  for  the  consideration  of  this  com- 
mittee. These  are  the  reports,  Mr.  Chairman.  I  spoke  to  you  about 
and  suggested  you  bring  to  the  attention  of  the  committee. 
The  Chairman.  I  wrote  for  them. 

Mr.  Ste\t.ns.  Such  a  proposition  would  refer  to  these  dams  con- 
structed by  the  United  States  itself,  that  when  the  commission 
should  consider  the  use  of  tho^e  dams,  of  course  the  primarj'^  use 
should  be  by  the  United  States  itself,  if  it  can  use  these  dams  advan- 
tageously for  its  own  purposes.  So  it  seems  to  me  there  should  be 
some  provision  that  either  the  commission  or  the  Secretary  of  War 
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or  the  Chief  of  Engmeei^s  should  make  a  somewhat  similar  report  as 
you  have  called  for  as  to  this  dam,  as  to  whether  the  United  States 
could  use  that  dam  advantageously  for  its  own  purposes.  If  it 
could,  then  the  matter  should  be  presented  to  Congress,  because  of 
course  Congress  always  has  final  decision  upon  matters  of  that  kind. 
And  in  doing  that  the  commission  would  ascertain  the  value  of  the 
power,  the  value  of  the  dam  for  the  Government,  so  that  the  commis- 
sion could  be  informed  thoroughly  as  to  the  value  of  the  property 
of  the  United  States,  and  that  would  be  necessary  in  deciding  what 
ought  to  be  done  with  the  power  from  that  dam. 

I  think  this  matter  was  brought  somewhat  to  the  attention  of  the 
old  Committee  on  Interstate  and  Foreign  Commerce  when  I  was  on 
it — or  it  may  have  been  later.  I  think  you,  Mr.  Chairman,  and  Mr. 
Esch,  might  recall  it.  I  know  I  suggested  once  before  some  such 
provision,  that  the  United  States  have  the  right  first  of  all  to  the 
use  of  its  own  property  for  its  own  purposes.  I  agree  with  what  the 
chairman  stated  in  answer  to  the  interrogation  of  the  last  witness, 
that  it  should  not  go  into  any  other  business,  but  for  its  own  business 
it  should  have  first  consideration. 

I  do  not  know  where  such  an  amendment  should  be  placed.  It 
might  be  an  extension  of  that  amendment  on  page  9. 

Mr.  Esch.  Have  you  framed  it,  Mr.  Stevens  ? 

Mr.  Stevens.  No,  I  have  not,  but  I  should  be  pleased  to  be  of  any 
assistance  in  that. 

Mr.  Esch.  Mr.  Merrill  suggested  it  might  be  right  at  the  end  of 
the  first  paragraph  on  the  top  of  page  7,  "  to  make  investigations," 
etc. 

Mr.  Stevens.  As  I  say,  I  have  not  read  the  bill  thoroughly  with  a 
view  to  putting  the  amendment  exactly  where  it  belongs,  but  I  just 
wanted  to  state  the  proposition  to  the  committee  and  be  of  any 
service  I  could  in  framing  it. 

The  Chahiman.  It  seems  to  have  been  simply  a  matter  of  neglect, 
doesn't  it^ 

Mr.  Stevens.  No;  the  question  has  not  previou3ly  arisen,  Mr. 
Chairman.  These  two  propositions  which  I  have  presented  are  new 
ones.  Nothing  like  them  have  been  presented  before  so  acutely, 
because  the  situations  are  new. 

The  Chairman.  I  had  reference  to  the  one  you  referred  to  up 
there  above  Minneapolis,  where  there  was  a  large  dam  built  and  a 
large  power  developed  going  absolutely  unused. 

Mr.  Stevens.  That  is  the  case  in  many  other  places.  There  is  one 
in  Troy,  N.  Y.  I  know  there  are  3ome  in  other  places  in  the  United 
States,  and  they  should  be  considered  with  a  view  to  ascertaining 
whether  the  United  States  could  use  them  to  advantage. 

The  Chairman.  In  a  case  of  that  sort  where  the  United  States 
speiit  money  and  powder  was  created  as  an  incident  to  that  expendi- 
ture, why  should  we  not  have  a  bill  providing  for  such  cases  as  that! 
Many  of  them  now  exist.  It  might  be  put  through  expeditiously 
without  waiting  to  try  to  work  through  a  general  bill. 

Mr.  Stevens.  Mr.  (Oldfield  I  know  had  a  bill  for  that  purpose. 

The  Chairman.  He  spoke  to  me  about  it  frequently.  I  told  him 
I  could  not  see  any  objection  to  such  legislation,  and  I  did  not  se3 
why  it  should  be  made  conditional  upon  the  passage  of  any  other 
general  bill. 
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Jlr.  Stevens.  I  don't  cither 

The  Chairman.  Where  the  power  is  already  created  and  nobody 
is  getting  any  benefit  from  it. 

Mr.  Stevens.  In  addition  to  the  suggestion  just  made  it  strikrs 
me  that  the  Oldfield  bill  would  accomplish  what  is  wanted. 

The  Chairman.  I  have  not  examined  the  details  of  the  Oldfield 
bill.    I  only  know  the  purpose  of  it  in  general. 

Mr.  Stevens.  I  was  familiar  with  it  two  years  ago,  and  I  assume 
it  has  not  been  changed.  The  Oldfield  bill  is  about  what  the  House 
has  already  passed  on  at  least  twic?,  and  I  don't  know  but  three 
times.  It  is  identical  w^ith  the  policy  of  the  House  and  the  policy  of 
the  Committee  on  Interstate  and  Foreign  Commerce  with  regard  to 
that  subject ;  and  if  the  chairman  wishes  I  will  be  pleased  to  consult 
with  him  in  the  framing  of  that  suggestion  which  I  just  made. 

The  Chairman.  I  will  be  pleased  to  have  any  suggestion  you  have 
to  make,  Mr.  Stevens. 

Mr.  Stevens.  Xow  one  other  suggestion,  and  that  is  with  refer- 
ence to  the  possibility  as  to  a  misimderstanding  in  the  construction 
of  section  7.  As  I  take  it,  Mr.  Merrill,  in  his  very  able  and  compre- 
hensive statement,  and  the  interrogations  of  the  committee  all  as- 
sume, that  all  of  the  wa(er  resources  of  a  region  should  be  developed 
to  the  b  st  possible  advantage  by  any  project.  That  ought  to  be  the 
case  and  none  of  them  should  be  wasted  or  destroyed.  The  bill 
provides  for  such.  It  is  the  theory  on  which  everybody  has  seemed 
to  proceed.  I  fear  that  the  language  in  section  7  would  interfere 
with  such  a  program.  I  notice  on  line  12  you  have  introduced  the 
words  "'  best  adapted  "  to  describe  and  limit  the  kind  of  plans  which 
an  applicant  is  required  to  stibmit  to  to  develop,  conserve  and  utilize 
the  resources  of  that  region,  and  I  think  that  term  "  best  adapted  " 
is  used  elsewhere  in  the  bill.  I  know  Mr.  Merrill  called  attention  to 
it  on  page  14  and  at  some  other  place,  so  that  seems  to  be  the  expres- 
sion that  is  used  throughout  the  bill  to  describe  the  kind  of  plan  that 
is  necessary  to  develop  to  the  best  advantage  the  water  resources  of 
th^  region. 

Now  in -section  7  there  first  appears  the  word  "adapted,"  describ- 
ing the  plan  for  a  similar  class  of  improvements.  Of  course  the 
term  "best  adapted"  is  not  synonymous  with  "adapted."  There  is 
a  ditference  in  degree  right  there.  The  plan  that  would  be  adapted 
to  develop  and  conj^erve  would  not  be  nearly  as  advantngeous  as 
plans  that  are  b  st  adapted  to  conserve.  That  is  obvious.  The  word 
"  adapted  "  was  stricken  out  and  the  word  "  adequate  "  was  then  sub- 
stituted. Now  the  word  "adequate"  is  not  synonymous  with  the 
words  "  best  adapted."  You  make  a  difference  of  degree  of  excel- 
lence between  the  kind  of  plans  designed  to  develop  one  class  of 
water  power,  as  against  the  kind  of  plan  best  adapted  to  develop 
anoth  r  class  of  water  resource.  Now  let  me  illustrate  how  that 
might  and  probably  w^ould  w^ork  out. 

As  a  legal  proposition  I  submit  to  the  lawyers  of  the  committee 
that  where  a  limiting  or  a  descriptive  adjective  is  applied  to  a  noun, 
such  as  the  word  "plan,"  throughout  a  bill,  and  there  appears  a 
different  limiting  or  descriptive  adjective  to  the  same  word  in  a 
similar  connection,  the  commission  will  be  obliged  to  interpret  and 
make  effective  that  difference  and  any  court  would  interpret  that 
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difference  as  designedly  made  by  Congress,  and  requiring  a  difference 
of  degree  of  the  excellence  of  the  plans.  In  other  words,  the  com- 
mission would  assume  that  you  required  them  to  distinguish  between 
the  plans  that  were  adapted  to  preserve  and  the  plans  that  were  best 
adapted  to  preserve;  or  between  the  plans  that  werv»  adequate  to 
preserve  and  the  plans  that  were  best  adapted  to  preserve.  The  com- 
mission and  the  courts  would  assume  that  you  would  require  them  to 
distinguish  between  those  two  limitations  and  make  a  difference  in 
its  treatment  of  the  two  kinds  of  plans. 

Now  let  me  illustrate  how  it  would  work  out.  I  am  quite  familiar 
with  a  stream — and  I  know  Mr.  Esch  is — up  in  our  section  of  the 
country,  that  is  very  valuable  for  two  public  purposes,  and  possibly 
three  public  purposes.  One  is  the  purpose  of  navigation,  anothsr  the 
purpose  of  development  of  water  power,  and  a  third  for  the  develop- 
ment of  other  public  uses,  such  as  for  dom  stic  uses,  possibly.  If  that 
stream  be  developed  to  the  best  possible  advantage  it  would  serve  as 
a  highwav — one  of  the  highways,  connecting  the  Mississippi  River 
with  the  Great  Lakes.  Congress  has  already  provided  surveys  two  or 
threft  times,  hasn't  it,  Mr.  Esch  ? 

Mr.  Esch.  You  mean  the  St.  Croix  Eiver? 

Mr.  Stevens.  Yes. 

Mr.  Esch.  Yes. 

Mr.  Stevens.  And  the  engineers  have  reported  the  scheme  for  a 
connecting  canal  as  entirely  feasible,  and  the  matter  will  be  pressed 
as  the  transportation  necessities  of  the  country  require,  and  I  think 
the  time  will  come  in  the  not  far  distant  future  when  some  sudi  plan 
for  a  barge  canal  will  be  made  operative.  Now,  the  plan  would  con- 
template the  use  of  this  river  as  a  considerable  part  of  that  system. 
It  so  happens  that  there  are  three  water-power  sites  above  a  site 
which  is  now  developed — possible  sites  for  power  development  on  that 
river,  numbered  1,  2,  and  3.  If  they  were  all  locjited  according  to 
the  plan  best  adapted  to  develop  these  resources,  there  would  be  a 
consecutive  system  of  canalized  waters  or  slack-water  navigation  for 
probably  50  or  60  miles,  at  no  expense  to  the  Government  at  all.  That 
would  be  the  plan  which  would  be  best  adapted  to  develop  the  water- 
pow-er  resources  of  that  region.  But  it  so  happens  that  the  middle 
power  site — possible  power  site  No.  2 — runs  down  through  a  stretch 
of  river  for  several  miles,  so  that  there  could  be  a  development  most 
anywhere  along  that  stretch  of  river,  and  I  have  been  informed — of 
course,  I  am  not  an  engineer — but  I  have  been  informed  that  the 
cheapest  development — that  is,  the  one  that  would  require  the  least 
money — would  be  at  a  place  where  it  would  destroy  the  upper  power 
site  and  leave  quite  a  long  stretch  of  rocky  channel  between  it  and 
the  lower  power  site,  which  would  require  a  considerable  appropri- 
ation of  public  money  in  order  to  make  it  useful  for  navigation. 

In  other  words,  it  would  destroy  that  stretch  of  river  for  naviga- 
tion, which,  I  assume — slack-water  navigation  of  that  kind — would 
cost  anywhere  from  $20,000  to  $50,000  a  mile.  It  would  destroy  very 
considerable  power  and  from  10  or  15  or  20  miles  of  good  navigation 
by*  having  the  dam  located  in  the  wrong  place.  It  might  be  placed 
where  it  w^as  adapted  to  conserve  the  resources,  because  the  water 
power  would  be  great  and  some  navigation  provided,  but  it  would  not 
be  best  adapted.    Of  course,  the  commission  has  its  discretion  as  to 
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its  action,  but  I  am  just  calling  your  attention  to  a  possibility  of  a 
misapprenension  which  might  lead  to  pressure  for  ri  development  not 
altogether  the  most  useful. 

Now,  again,  in  our  country,  in  the  Noi-th-central  West,  we  have  a 
moderate  rainfall  only,  25  or  27  or  28  inches,  with  few  heavy  rain- 
storms, but  many  local  showers,  so  that  in  order  to  develop  all  of 
these  powers  to  advantage  we  have  to  use  the  tying  system  to  best 
utilize  the  water  resources.  Now,  a  plan  could  be  devised — and  there 
are  some  communities  which  would  oe  ready  to  take  advantage,  and 
some  might  no  doubt  take  advantage  of  such  a  provision  in  this  act. 
Such  a  plan  would  be  perfectly  legitimate,  by  which  it  could  take 
advantage  of  such  an  opportunity  to  develop  the  largest  amount  of 
power  at  one  dam  at  the  least  expense  and  then  sell  it,  because  under 
the  provisions  of  this  bill  it  can  dispose  of  it  any  way  it  may  see  fit, 
sell  it  to  manufacturers  and  other  users  to  develop  its  community — 
very  properly  so — and  it  could  place  that  dam  in  such  a  situation 
and  destroy  the  tying-in  system  that  would  be  necessary  to  the  best 
development  of  the  other  resources  of  that  whole  region.  In  other 
words,  by  getting  a  cheaper  power  itself  for  this  particular  place  it 
would  injure  the  rest  of  the  region  and  requii'e  otlier  people  to  pay 
more  for  their  power  for  all  future  time,  rf ow,  that  is  not  the  best 
way  to  develop  the  water  resources  of  those  regions,  so  that  I  suggest 
that  in  order  to  prevent  any  possible  misapprehension  you  make  that 
change.  I  know  the  language  is  not  as  good,  is  .not  rhetorically  as 
good.  Mr.  Merrill  is  entirely  right  about  that,  but  from  a  legal 
standpoint,  a  technical  standpoint,  it  strikes  me  that  for  necessary 
reasons  it  would  be  best  to  use  the  same  terms,  the  same  descriptive 
terms,  wherever  the  word  "plan"  appears  with  reference  to  the 
development  of  the  water  resources  of  the  region. 

These  are  the  suggestions  I  have  to  make  to  the  committee. 

Mr.  EscH.  Would  you  retain  the  word  "adapted"  and  "best 
adapted?" 

Mr.  Stevens.  "  Best  adapted,"  wherever  it  appears,  I  think  means 
exactly  the  same  thing,  and  there  can  not  be  any  possible  misappre- 
hension about  it.  Any  other  word  would  indicate  you  desired  a 
lower  degree  of  excellence  about  the  plans  for  development. 

Mr.  EscH.  You  put  "  Best  adapted  "  in  line  7? 

Mr.  Stevens.  Yes. 

Mr.  EscH.  It  is  already  used  down  below,  in  line  12. 

Mr.  Stevens.  And  on  the  next  page  also. 

The  Chairman.  We  are  very  much  obliged  to  you,  Mr.  Stevens. 

Mr.  Barkley.  Before  the  committee  adjourns,  is  it  contemplated 
that  the  hearings  will  close  to-morrow  ? 

Mr.  EscH.  Sir  Adam  Beck  is  to  be  heard,  and  he  will  not  be  here 
before  next  week. 

The  Chairman.  So  far  as  Members  of  the  House  are  concerned, 
who  wish  to  be  heard  before  tho  committee,  we  have  just  been  put- 
ting them  off  because  we  can  hear  them  last. 

Mr.  Barkley.  I  want  to  be  heard  on  section  7  of  the  bill. 

The  Chairman.  I  have  your  name  down  as  a  Member  of  the 
House  who  desires  to  be  heard,  and  there  may  be  several  others,  but 
I  thought  that  gentlemen  who  have  come  here  and  are  on  expense 
should  be  given  the  first  opportunity  to  be  heard. 
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Mr.  Barkley.  I  simply  wanted  to  be  sure  that  I  would  be  given 
an  opportunity. 

The  Chairman.  Yes;  we  intend  to  hear  all  Members  of  the  House 
who  want  to  be  heard.  The  committee  will  adjourn  now  until  1.30 
to-morrow  afternoon. 

(Whereupon,  at  5  p.  m.,  the  committee  adjourned  until  1.30  o'clock 
p.  m.,  Saturday,  March  23,  1918.) 


House  of  Representatives, 

Committee  on  Water  Power, 

Saturday^  March  23^  1918. 

The  committee  met  at  1.30  o'clock  p.  m.,  Hon.  Thetus  W.  Sims 
(chairman)  presiding. 

The  Chairman.  Gentlemen,  I  understand  Mr.  Hall  will  proceed 
now  for  such  time  as  he  may  desire. 

ADDITIONAL  STATEMENT  OF  MB.  E.  K.  HALL. 

Mr.  Hali-..  Mr.  Chairman,  I  would  like  to  speak  for  a  few  mo- 
ments about  one  or  two  matters  that  have  come  up  during  the  course 
of  the  hearings. 

One  point  which  I  would  like  to  make  a  little  clearer  is  a  matter 
I  hat  Mr.  Kelley  touched  on,  in  which  he  expressed  the  view  that" 
water-power  investment  could  be  amortized  in  50  years.  No  water 
power  or  no  public  utility  has  ever  been  amortized  that  I  ever  heard 
of  or  have  known  about,  and  at  first  I  was  very  much  at  a  loss  to 
know  what  Mr.  Kelley's  point  of  view  was.  Remarks  later,  however, 
made  it  pretty  clear  to  me  what  he  had  in  mind.  He  spoke  of  writ- 
ing off  the  investment  from  time  to  time.  Now  writing  off  an  invest- 
ment is  a  term  that  is  never  heard  of  or  used  in  public  utilities.  It 
is  an  old  practice  commonly  used  by  manufacturing  plants,  where 
at  the  end  of  every  year,  realizing  that  their  machmery  had  dete- 
riorated during  the  year  to  some  extent,  and  realizing  that  the  time 
would  come  when  they  would  have  to  make  replacement,  they  wrote 
off  their  property  account — arbitrarily  wrote  it  down  at  the  end  of 
the  year — so  that  they  would  not  deceive  themselves  by  the  value  of 
their  property  as  carried  on  their  books.  As  a  matter  of  fact,  that 
is  never  done  in  public  utilities.  It  is  handled  in  an  entirely  differ- 
ent way.  Public  utilities  undertake  to  take  care  of  their  renewals 
and  protect  the  validity  of  their  investment  and  their  capital  stock 
entirely  in  another  way.  by  providing  depreciation  reserves  to  take 
cAve  of  renewals  when  tney  come. 

There  are  two  reasons  why  it  would  be  absolutely  impossible  to 
amortize  a  public  utility  plant.  First,  the  property  is  not  all  built  at 
once.  An  ordinary  commercial  enterprise  is  often  constructed  and  it 
does  business  for  years  and  years  with  exactly  the  same  factory,  ex- 
actly the  same  machinery,  renewed  from  time  to  time,  but  with  the 
same  building  and  the  same  investment.  With  a  public  utility  that  is 
absolutely  impossible.  They  start  with  an  investment  large  enough  to 
take  care  of  the  community  they  are  serving.  If  the  population 
grows,  as  it  does  grow  in  practically  every  city  in  the  United  States, — 
some  cities  very  rapidly  and  some  cities  slowly — they  continually 
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have  to  be  adding  to  their  capital  account,  to  their  construction,  to 
their  property,  in  order  to  serve  the  community,  and  a  public  utility 
never  stops  growing,  never  stops  adding  to  its  capital  until  the  com- 
munity they  are  serving  stops  growing.  As  a  matter  of  fact,  the  pub- 
lic utility  properties  grow  a  great  deal  faster  than  the  population  in- 
creases, because  the  population  is  continually  using  more  and  more 
of  the  service,  so  that  a  public  utility,  while  it  might  start  with  a 
$5,000,000  investment,  at  the  end  of  10  years  it  might  have  $8,000,000 
and  at  the  end  of  20  years  it  might  have  $50,000,000  of  capital  invested 
in  the  enterprise. 

A  very  graphic  picture  of  that,  if  you  recall,  was  the  sketch  that 
Mr.  Britton  gave  of  his  company,  the  Pacific  Gas  &  Electric  Co., 
how  they  started  years  ago  and  had  continually  and  continually  been 
adding  to  their  property  account  in  order  to  serve  the  community, 
and  now  they  are  at  a  point  where  they  have  to  develop  still  more. 
In  ether  words,  at  the  end  of  50  years,  after  a  license  had  been 
granted,  part  of  the  property  would  have  been  in  service  5  years, 
part  of  it  10  years,  some  of  it  15  years,  some  of  it  20  years,  or  30  or 
40  years,  and  some  of  it  would  have  been  put  in  just  3  or  4  years  be- 
fore the  license  terminates.  Obviously,  that  could  not  be  amortized, 
seme  of  the  property  having  only  been  in  there  four  or  five  years. 

That  is  a  practical  reason,  but  there  is  another  reason  which  is  just 
exactly  as  conclusive,  and  that  is  that  no  public  service  commission 
would  allow  an  amortization  fund  to  be  accumulated  to  take  care  of 
the  original  capital.  You  understand  what  that  wculd  mean.  It 
would  simply  mean  that  a  public  service  commission  which  per- 
mitted such  a  practice  would  be  allowing  a  public  utility  to  impose 
unnecessarily  high  rates  on  this  generation  either  for  the  benefit  of 
the  company  or  a  future  generation.  Of  course,  they  would  never 
allow  such  a  thing.  The  public  utility  commissions  are  protecting 
the  public  of  today,  and  they  would  not  think  of  permitting  a  com- 
pany to  charge  in  addition  to  a  fair  return  en  the  investment  enough 
to  repay  to  the  utility  its  entire  investment  at  the  end  of  the  period. 

Therefore.  I  say  that  there  never  has  been,  so  far  as  I  have  ever 
heard,  and  I  have  been  in  the  public  utility  business  for  20  years,  a 
public  utility  which  amortized  its  property.  I  have  never  heard  of 
a  public  utility  that  considered  it  could  amortize  its  property,  and 
have  only  heard  of  three  or  four  cases  where  there  was  any  attempt 
to  amortize  even  a  part  of  it,  and  that  only  in  very  special  and  un- 
usual cases. 

Mr.  Taylor.  Mr.  Hall,  are  you  going  to  take  up  some  other  sub- 
ject new? 

Mr.  Hall.  No;  I  think  that  covers  the  particular  point  I  wanted  to 
make.  I  wish  to  say,  however,  that  I  am  speaking  from  a  public 
utility  point  of  view.  I  do  not  think  Mr.  Kelley  was.  The  Mon- 
tana Power  Co.  has  only  been  a  public  utility,  in  the  sense  that  it  has 
been  under  regulation,  for  the  last  four  years.  It  is  a  property  which 
is  probably  one  of  the  most  economically  developed  properties,  one 
of  the  most  valuable  water  power  companies  in  the  country,  because 
they  got  a  tremendous  energy  there  with  a  minimum  investment  of 
capital.  And  you  will  notice  he  said  that  they  owned  the  larger  part 
of  their  property  in  fee  and  had  owned  it  for  many  years  and  it  had 
been  in  operation  many  years.     They  conduct  their  business  in  con- 
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iieitiou  v>ith  very  large  consumers  there,  the  Anaconda  and  the  Amal- 
gamated Copper  ccmpanies,  which  make  it  very  different  from  an 
ordinary  public  utility,  and  I  think  obviously  he  must  have  been 
speaking  from  that  point  of  view,  because  the  ordinary  public  utility 
would  not  think  of  and  would  not  be  allowed  to  amortize  or  attempt 
to  amortize  its  property. 

Mr.  Taylor.  Mr.  Hall,  what  is  your  judgment  about  the  position 
and  suggestions  and  amendments  made  or  suggested  by  Mr.  Mat- 
thews yesterday  concerning  the  propriety  and  justice  and  advis- 
ability of  allowing  the  States  and  municipalities  to  have  the  same 
right  to  take  over  the  property  as  the  Government  of  the  United 
States? 

Mr.  Hall.  Well,  as  I  read  (he  bill,  I  supposed  the  bill  was  written 
to  take  care  of  that.  The  bill  provides  that  the  Government  may 
take  over  at  the  end  of  50  years  for  itself  or  it  may  take  over  for  a 
new  licensee.  I  had  assumed  that  the  intention  of  the  bill  was  to 
take  care  of  that  exact  contingency,  and  tliat  the  Government  would 
take  it  over  for  a  State  or  municipality  if  either  wanted  it. 

Mr.  Taylor.  Then  your  idea  is  that  the  amendments  offered  by 
Mr.  Matthews  are  merely  to  clarify  and  make  definite  what  you 
thought  was  the  intention  of  the  bill  any  way? 

Mr.  Hall.  That  is  the  way  I  read  the  bill.  I  do  not  see  why  that 
could  not  be  done  now,  and  that  it  what  I  supposed  that  clause  was 
in  the  bill  for — that  the  Government,  if  it  did  not  want  it  itself, 
could  take  it  over  for  a  State  or  municipality. 

Mr.  Taylor.  Do  you  think  they  should?  Do  you  feel  they  should 
be  given  that  preference  right? 

Mr.  Hall.  That  is  entirely  a  matter  of  policy.  It  does  not  affect 
the  development  of  the  property  any.  It  mikes  no  difference  to  the 
private  concerns  who  they  are  taken  over  by,  w^hether  by  the  Gov- 
ernment for  itself  or  by  the  Government  for  a  municipality  or  a 
State.  It  is  perfectly  clear  that  if  they  are  taken  over  they  get  back 
their  investment. 

Mr.  Taylor.  It  was  stated  here  by  some  Members  or  by  some  of 
the  witnesses  that  the  inll)re^sion  prevailed  among  some  people  that 
probably  50  years  from  now  the  States  and  municipalities,  more  prob- 
ably the  nuinieipalities,  would  operate  most  of  these  utilities. 

Mr.  Hall.  I  supposed  that  was  why  the  bill  was  drawn  as  it  was, 
so  that  the  Government  could  take  it  over  either  for  itself  or  some- 
body else.  I  should  not  suppose  that  the  Government  would  at  the 
end  of  the  50  years,  if  it  did  not  want  it  for  itself  and  did  not  want  it 
for  a  State  or  did  not  want  it  for  a  municipality,  I  should  not  sup- 
pose the  Government  would  take  it  away  from  the  people  who  have 
developed  it  for  50  years  and  hand  it  to  some  other  private  concern 
on  the  same  terms. 

Mr.  Taylor.  There  is  not  very  much  likelihood  of  the  Government 
itself  buying  the  property.  The  chances  are  it  will  be  either  the 
municipality  or  the  State  or  the  Government  will  have  it  with  some 
private  concern. 

Mr.  Hall.  That  is  what  I  assumed  this  provision  was  for. 

Mr.  Taylor.  What  do  you  say  about  these  diagrams  we  have  hero 
showing  a  large  number  of  interlocking  directorates  and  showing 
what  some  of  the  papers  have  stated  that  20  companies  control  all 


404  WATEB  POWEB. 

the  water  power  of  the  entire  United  States.  What  do  you  know 
about  that  and  what  is  your  position  upon  that  and  what  do  you 
think  the  position  of  Congress  should  be?  Is  that  a  menace  to  the 
country  or  is  it  something  that  should  be  guarded  against  in  this 
legislation,  or  is  it  wise  that  there  should  be  that  kind  of  monoply? 
What  is  your  thought  about  this,  because  this  measure  probably  will 
be  attacked  and  we  will  be  asked  to  explain  that  on  the  floor  of  the 
House,  and  I  would  like  to  know  what  would  be  your  idea  about  it. 

Mr.  Haix.  My  first  answer  is  that  it  is  not  so.  There  has  been 
the  statement,  and  I  have  heard  it  made,  that  20  companies  control 
the  water  power  of  the  country. 

Mr.  Taylor.  How  can  we  show  that  is  not  so  ? 

Mr.  Hall.  There  is  nobody  on  earth  who  can  begin  to  show  that 
it  is  so,  in  the  first  place,  because  it  is  not  so.  I  think  I  can  tell  3'ou 
how  that  statement  orginated.  It  originated,  apparently,  from  a 
careless  reading,  J^nd  then  perhaps  a  very  careless  use  of  the  state- 
ment that  has  app<*ared  in  two  reports.  Some  years  ago,  I  think  it 
was  in  1909,  or  perhaps  subsequent  to  that,  there  was  a  statement  in 
a  report  of  the  Bureau  of  Corporations  on  power,  I  tiiink.  Subse- 
quently there  was  a  similar  statement  in  a  report  from  the  Depart- 
ment of  Agriculture  published  two  years  ago.  I  think  that  is  the 
report  you  nave  there.  Now  this  was  the  statement,  as  I  recall  it, 
and  I  think  I  am  stating  it  correctly :  That  85  public  service  com- 
panies furnished  practically  68  per  cent  of  all  the  electricity  used 
m  the  public  service  whether  produced  by  steam  or  water  power. 
Now  note  that  refers  entirely  to  public  service  corporations.  It 
refers  to  power  that  is  being  furnished  and  used,  and  it  refers  to 
both  steam  and  water  power.  Now  that  is  about  what  j^ou  would 
naturally  expect. 

Mr.  Taylor.  Is  that  true? 

Mr.  Hall.  I  should  assume  so.  Eighty-five  companies  would  mean 
85  of  the  larger  companies  operating,  of  course,  in  the  larger  com- 
munities of  the  United  States.  If  these  companies  furnished  68  per 
cent  of  all  the  power  used  in  the  public  service  that  would  mean 
that  they  were  furnishing  about  68  per  cent  of  the  population  of  the 
country.  You  take  85  of  the  largest  cities  in  the  country  and  their 
population  would  indicate  that  they  ought  to  be  consuming  about  68 
per  cent  of  all  the  power  used  in  public  service,  because  you  get  into 
those  big  centers  and  that  is  where  the  big  use  of  power  is — both 
Btenm  and  water  power. 

A  further  analysis  of  those  figures  showed — and  this  was  the  state- 
ment made  in  the  report  and  I  have  no  question  but  what  it  is  sub- 
stantially correct— that  18  of  the  85  companies  had  developed  51  per 
cent  of  the  water  power  used  in  public  service  operations.  Now  that 
also  is  something  that  you  would  naturally  expect.  There  are  manv 
of  the  large  cities  where  the  public  service  companies  generate  all  of 
their  power  from  steam.  For  instance,  take  Boston,  there  is  no  water 
power  available  to  any  of  the  public  service  companies,  and  the  same 
applies  to  Philadelphia,  to  New  York,  to  Chicago,  and  many  other 
localities.  When  you  are  dealing  with  only  such  electric  power  as  is 
generated  by  water  and  then  limit  it  to  public  service  companies,  you 
eliminate  a  large  number  of  the  companies  absolutely,  and  while  I  do 
not  know  whether  the  figures  are  accurate  or  not,  I  should  assume 
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they  would  be,  namely,  that  18  companies  furnish  half  of  the  hydro- 
electricity  that  is  used  in  the  public  service;  but  when  that  statement 
becomes  interpreted  as  saying  that  20  companies  control  all  the  water 
power  in  the  United  States,  tne  two  statements  are  about  as  far  apart 
as  black  is  from  white.  I  have  no  question  but  what  a  careless  use  of 
the  statement  that  18  companies  havu  developed  61  per  cent  of  the 
water  power  used  in  public  service  operations  in  this  country  is  what 
has  been  distorted  into  the  statement  that  20  companies  own  all  the 
water  power,  which  is  as  absurd  as  it  is  false. 

Mr.  Taylor.  And  all  of  those  18  companies  are  under  supervision 
by  public  utility  commissions? 
'  Mr.  Halu  Certainly. 

Mr.  Tayior.  And  subject  to  regulation  if  there  is  any  abuse? 

Mr.  Hall.  Certainly ;  and  entirely,  so  far  as  I  know,  disconnected. 
That  I  can  not  say  about  because  I  do  not  know  what  the  companies 
are. 

Mr.  Taylor.  Now  one  other  question.  I  believe  you  said  that  the 
bill  would  be  workable  and  the  development  could  be  financed  and 
the  water  power  developed  in  the  event  the  amendments  were  put 
on  that  you  suggested.  What  about  the  other  amendments  that  have 
been  suggested  and  what  would  be  your  judgment  in  the  event  the 
committee  should  ultimately  decide  to  practically  put  no  amendments 
upon  it?    How  would  that  affect  the  development? 

Mr.  Hall.  I  tried  to  make  that  clear. 

Mr.  Taylor.  Well,  just  briefly  give  us  a  synopsis  of  it. 

Mr.  Hall.  I  believe  if  this  bill  should  be  reported  just  as  it  is  and 
passed,  there  would  be  practically  no  development  of  water  power 
under  it;  just  literally  that,  pratcically  no  development  under  it. 
Now  I  can  readily  see  that  the  Montana  Power  Co.  might  make 
some  development  under  this  bill,  and  why  ?  Because,  as  Mr.  Kelley 
said,  they  have  property  enough  in  fee  to  be  security  for  all  the 
bonds  that  it  is  necessary  for  the  Montana  Power  Co.  to  issue. 
Therefore  they  would  not  be  compelled  to  rely  upon  permits  under 
this  bill  to  provide  security  for  their  financing.  They  would  finance 
on  their  other  property  to  get  money  to  develop  extensions  under 
this  bill.  But  as  a  general  proposition  I  have  no  question  whatever 
that  if  this  bill  should  pass  just  as  it  stands,  there  would  be  no  de- 
velopment under  it  of  any  substantial  amount. 

Mr.  Taylor.  And  practically  no  relief  would  be  afforded  to  the 
Government  or  to  the  demand  for  additional  power. 

Mr.  Hall.  Exactly.  Nobody  conscientiously,  in  my  judgment, 
could  advise  people  to  invest  money  on  the  titles  that  would  be  avail- 
able under  this  bill  unamended. 

Mr.  Taylor.  That  is  all. 

The  Chairman.  Mr.  Hall,  suppose  a  water-power  company  should 
be  developed  and  instead  of  selling  the  power  should  use  it  itself  in 
manufacturing  and  for  other  purposes,  would  that  be  a  public 
utilitv? 

Mr.  Hall.  No,  sir ;  it  would  not. 

The  Chairman.  Suppose  the  power  company  that  developed  the 
power  transmitted  electricity  150  or  200  or  250  miles  and  at  the  end 
of  such  transmission  used  it  itself  for  manufacturing  purposes,  it 
still  would  not  be  a  public  utility,  would  it? 
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Mr.  Hall.  I^robably  not,  although  I  think  in  most  States,  and  I 
do  not  know  but  that  in  all  States,  m  order  to  get  the  necessary  right 
to  transmit  that  electricity  to  use  or  cross  highways,  and  very  likely 
to  cross  over  railroads,  they  would  have  to  become  public-utility  com- 
panies in  order  to  get  the  benefit  of  the  laws  of  those  particular 
States  and  in  order  to  get  the  necessary  rights. 

The  Chairman.  It  would  be  an  indirect  way  of  getting  at  it, 
though  ? 

Mr.  Hall.  Yes. 

The  Chairman.  Suppose  Mr.  Weston  should  put  up  his  paper  mill 
on  Puget  Sound  and  bring  his  electric  current  from  a  distance  back 
where  the  water  power  exists  and  manufactures  paper  for  sale,  would 
that  constitute  a  public  utility? 

Afr.  Haix.  Not  in  and  by  itself;  but  I  make  a  prediction  about  that, 
Mr.  Sims,  and  I  make  that  to  Mr.  Weston  now,  that  the  company  that 
serves  him  power  in  all  probability  will  be  a  public-utility  company, 
for  this  reason:  There  are  very,  very  few  industries  that  by  their 
own  load,  their  own  market  demand,  can  give  a  water-power  com- 
pany enough  business  and  the  right  kind  of  business  to  alone  justify 
the  development.  In  other  words,  the  thing  that  makes  water  power 
or  hydroelectricity  cheap — and  that  is  the  problem  of  every  utility 
whicli  manufactures  power,  to  try  and  make  it  cheap  in  order  to  sell 
it  cheap,  becauf^o  otherwise  people  will  use  coal — now,  the  thing  that 
gives  them  an  opportunity  to  sell  electricity  for  power  cheap  is  to 
get  enough  of  all  kinds  of  business,  day  business,  night  business,  and 
different  kinds  of  loads,  so  they  can  operate  their  property  as  nearly 
as  ])os.sil)lo  100  per  cent  day  and  night.  Now,  I  do  not  know  any- 
thing about  the  natural  loads  of  a  pulp  mill.  I  do  not  know  whether 
it  is  an  8-hour  proposition  or  whether  they  run  24-  hours  in  the  day; 
but  if  it  is  an  8-hour  proposition,  the  very  first  thing  Mr.  Weston's 
company,  or  the  people  who  furnish  him  power,  will  begin  to  figure 
on  is,  where  can  we  get  some  place  to  sell  our  power  during  the 
night  and  during  the  other  hours,  and  the  minute  they  do  that  they 
become  a  public  utility. 

The  Chairman.  I  am  supposing  that  he  owns  his  own  power 

plant. 

Mr.  Hall.  I  am  assuming  the  same  thing. 

The  Chairman.  I  am  supposing  that  he  owns  his  ow^n  water  power 
and  is  manufacturing  his  electric  current  where  the  water  power 
exists  and  transmits  that  power  to  tidewater,  where  his  paper  manu- 
facturing concern  is  located,  and  uses  all  the  power  himself.  Now 
then,  how  would  that  constitute  him  a  public  utility? 

Mr.  Hall.  It  might  not.  I  am  not  familiar  enough  with  the  laws 
of  the  State  of  Washington  to  know  whether  or  not.  without  beirtqr 
a  public  utility,  he  can  get  the  rights  for  his  tranmission  lines.  If 
he  can,  then  he  would  not  become  a  public  utility  on  your  supposi- 
tion,  but  my  point  is  that  whethpr  he  runs  the  water  power  company 
himself  or  somebody  else  runs  it  they  will  right  away  find  out  that 
in  order  to  make  the  power  as  cheap  as  possible  they  will  want  to 
get  customers  during  the  day  or  during  the  24  hours  for  the  power 
which  the  pulp  mill  itself  can  not  use. 

The  Chairman.  That  is  looking  to  the  selling  of  current  as  being 
the  prime  object  of  the  water  power;  but  it  seems  to  me  that  any 
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kind  of  manufacturing  company  would  own  their  own  water  power 
and  create  their  own  electric  current  and  use  all  of  it  themselves  in 
manufacturing  and,  therefore,  would  not  be  essentially  a  public 
utility. 

Mr.  Hall.  That  is  true,  Mr.  Sims,  if  they  have  the  kind  of  in- 
dustry which  can  use  that  power  24  hours  during  the  day  and  can 
use  all  the  water  that  is  going  over  the  dam. 

The  Chairman.  Any  manufacturer  can  use  it  24  hours  by  having 
different  shifts  of  labor. 

Mr.  Hall.  Yes. 

The  CnAiR3fAX.  Take,  for  instance,  this  Priest  Rapids  project 
which  we  have  talked  about  so  much,  involving  $25,000,000,  and  sup- 
pose they  want  to  go  into  the  manufacture  of  nitrates  and  that  alone. 
They  can  put  on  three  shifts  a  day  or  work  as  many  hours  as  they 
want  to  and  use  the  power  for  the  manufacture  of  nitrates  or  nitrate 
products  and  sell  their  entire  product  themselves  and  not  be  in  any 
sense  a  public  utility. 

Mr.  Hall.  That  would  make  the  price  of  the  nitrates  so  expensive 
that  they  would  not  find  a  market  for  it. 

The  Chairman.  I  do  not  know  how  that  would  b3. 

Mr.  Hall.  I  am  sure  of  that. 

The  Chairman.  You  mean  the  more  of  it  you  make  the  more  it 
costs  you  to  make  it  ? 

Mr.  Hall.  No;  I  do  not  mean  that,  but  I  mean  that  the  Priost 
Eapids  location  in  and  by  itself  would  not  support  a  commercial 
nitrate  plant  solely  for  nitrate  purposes.  It  would  make  the  nitrates 
cost  too  much  to  go  into  competition  in  the  open  market.  Even 
with  nitrates  the  chief  industry  a  community  would  spring  up  and 
they  must  have  power  for  all  other  purposes. 

The  Chairman.  I  though  hydroelectric 

Mr.  Hall  (interposing).    Am  I  right  about  that,  Mr.  Pierce? 

The  Chairman.  I  am  not  going  into  that  further.  I  am  trying  to 
illustrate  the  other  proposition  that  it  might  or  it  might  net  be  a 
public  utility,  and  it  would  depend  entirely  upon  what  is  d(me  with 
your  current. 

Mr.  Hall.  That  is  entirely  true. 

Mr.  Pierce.  Mr.  Chairman,  a  town  would  inevitably  spring  up 
around  every  power  plant,  small  or  great  as  the  case  might  be,  and 
a  portion  of  the  power  would  inevitably  be  used  fcr  public  utility 
purposes.  I  do  not  know  of  a  single  manufacturing  plant  which 
produces  its  own  power  in  my  State  which  has  not  come  under  the 
public  utilities  laws  of  the  State  of  Washington,  throucrh  the  sale 
of  at  least  a  small  portion  of  its  power  for  public  utility  purposes. 

The  Chairman.  If  they  sold  their  current,  but  suppose  they  used 
their  own  current  for  manufacturing  solely  their  own  product? 
They  would  not  then  be  a  public  utility. 

Mir.  Hall.  That  is  very  true.  I  suppose  you  have  in  mind  some 
cases  like  the  cases  at  Niagara.  I  think  that  is  the  situation  at 
Niagara. 

The  Chairman.  And  if  it  became  more  profitable  to  use  electric 
current  for  manufacturing  by  the  owners  of  the  current  than  to  sell 
it  to  others,  of  course  they  would  so  use  it,  and  if  they  could  escape 
regulation  by  doing  that,  it  might  become  more  profitable  for  them 
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to  do  it.  I  do  not  know  about  that.  Of  course,  whenever  it  is  on  a 
navigable  river,  I  take  it  the  Government  could  attach  any  kind  of 
qualifications  it  saw  proper.  You  seemed  to  assume  in  your  argu- 
ment that  they  were  all  public  utilities  and  all  subject  to  regula- 
tion, and  that  no  amortization  could  take  place  on  account  of  all 
of  them  being  public  utilities,  and  I  did  not  see  that  it  was  neces- 
sary for  all  of  them  to  be  public  utilities  now  or  in  the  future,  and 
I  simply  wanted  to  ask  you  about  that. 

Mr.  Hall.  I  made  that  assumption  because  there  would  be  very 
few  that  would  not  be,  and  generally  speaking  they  would  all  be 
public  utilities. 

Mr.  Raker.  And  practically,  as  a  matter  of  necessity,  they  would 
sooner  or  later  become  a  public  utility  ? 

Mr.  Hall.  Yes,  sir. 

Mr.  Raker.  Because  of  the  fact  that  Mr.  Pierce  suggested  and 
many  other  reasons  which  could  be  suggested,  that  they  furnish  a 
small  amount  of  current,  and  irrespective  of  how  much  they  fur- 
nished, they  would  come  under  the  public-utility  laws? 

Mr.  Hall.  Yes. 

Mr.  Raker.  And  while  there  are  some  burdens  attached  to  regula- 
tion, etc.,  yet  to  get  the  right  of  eminent  domain  which  you  spoke 
of  in  order  to  cross  the  streets  and  roads  and  acquire  the  property 
which  may  be  necessary  in  constructing  your  lines,  you  have  got  to 
have  the  right  of  eminent  domain,  or  in  other  words  become  a  public- 
service  corporation. 

Mr.  Hall.  Almost  in  every  case. 

Mr.  Raker.  And  if  you  simply  try  to  get  it  for  your  own  bene- 
ficial use  and  for  no  other,  you  do  not  have  the  right  of  eminent 
domain. 

Mr.  Hall.  That  is  true. 

Mr.  Raker.  So  therefore,  as  a  matter  of  necessity,  almost  to  start 
with,  practically  99.99  per  cent  of  all  these  projects  must  be  public- 
utility  corporations? 

Mr.  Hall.  I  do  not  know  whether  that  would  be  the  percentage, 
but  a  very  large  percentage  of  them.  There  would  be  cases  such  as 
the  chairman  suggested  and  I  have  one  or  two  such  cases  in  mind. 

The  Chairman.  You  can  buy  a  right  of  way  without  exercising  the 
power  of  eminent  domain  ? 

Mr.  Hall.  You  could  on  private  land  perhaps,  but  without  eminent 
domain  back  of  you,  the  price  might  be  prohibitive.  Trouble  would 
also  come  on  the  streets  and  in  crossing  railroads  and  that  sort  of 
thing. 

Mr.  Raker.  You  can  buy  it,  but  the  moment  you  start  a  plant  I 
think  it  has  been  the  experience  that  you  get  up  to  a  man's  private 
property  and  he  says  you  can  not  cross  unless  you  pay  a  certain 
amount. 

The  Chairman.  I  have  known  of  railroads  getting  rights  of  way 
in  advance  as  an  inducement  for  building  their  railroads  across  prop- 
erty, and  that  would  be  the  situation  in  regard  to  some  of  these 
plants.  They  would  want  the  business  located  there  and  they  would 
get  the  rights  of  way. 

Mr.  EscH.  In  England  they  do  not  give  the  power  of  eminent  do- 
main to  their  railroads. 
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Tlie  Chairman.  And  there  have  been  cases  where  it  has  cost  them 
$25,000  a  mile  to  get  them. 

Mr.  Efwii.  And  they  have  to  buy  their  rights  of  way  at  very  great 
expense. 

Mr.  Hall,  you  were  a  member  of  the  committee  appointed  by  the 
National  Chamber  of  Commerce  on  water  power,  were  you  not? 

Mr.  Hall.  I  was;  yes,  sir.: 

Mr.  EscH.  And  your  committee  made  eight  recommendations? 

Mr.  Hall.  Yes,  sir. 

Mr.  Escii.  In  the  main,  covering  the  propositions  in  the  pending 
bill  ? 

Mr.  Hall.  In  the  main;  yes,  sir. 

Mr.  Escii.  I  notice  in  part  of  recommendation  7  you  say  "the 
exercise  of  any  Federal  jurisdiction  over  securities  would  be  un- 
necessary and  unwise." 

Mr.  IIall.  Yes,  sir. 

Mr.  EscH.  You  adhere  to  that  position? 

Mr.  Hall.  I  think  that  is  so;  yes,  sir.  I  would  like  to  explain 
that,  however. 

Mr.  EscH.  I  asked  you  the  question  for  the  explanation. 

Mr.  Hall.  Sections  19  and  20  in  the  bill  deal  with  that.  Now  take, 
first,  section  19,  which  provides  that  wherever  the  service  is  intra- 
state and  there  is  a  commission  with  authority  to  regulate  rates  and 
service,  that  jurisdiction  should  be  left  with  that  commission,  and  I 
have  not  heard  anybody  suggest  that  that  was  not  a  proper  thing. 
Now  the  way  this  bill  is  worded  in  page  26,  line  3,  is  as  follows: 

That  in  case  of  the  development,  transmission,  or  distribution  of  power  by 
any  licensee  hereimder  wholly  within  a  State  which  has  not  provided  a  com- 
mission or  other  authority  with  power  to  regulate  and  control  the  services  to 
be  rendered  by  such  licensee,  or  the  rates  of  payment  therefor,  or  the  amount 
or  character  of  securities  to  be  issued,  jurisdiction  is  hereby  conferred  upon 
the   ( Federal )   commission. 

Now  that  establishes  this  conflict :  Some  of  the  States  in  the  matter 
of  regulation  confer  upon  the  commission  jurisdiction  to  regulate 
service  and  rates.  They  all  do  that,  and  then  some  of  the  States 
add  securities  and  some  do  not. 

Mr.  Escii.  The  majority  do  not. 

Mr.  Hall.  The  majority  do  not,  I  think,  in  respect  to  securities, 
on  the  theory  that  if  the  rates  and  service  are  regulated,  it  does  not 
make  much  difference  about  the  s'ccurities  because  the  commissions 
do  not  look  at  the  securities  and  do  not  pay  any  attention  to  them  in 
the  rate,  because  they  go  right  to  the  valuation  and  the  amount  of 
money  invested  in  the  busine3S.  Now,  as  worded  here,  suppose  a 
State,  for  instance,  Oregon,  has  created  a  public-service  commission 
and  has  given  them  jurisdiction  over  power  and  light  rates,  and  has 
given  them  jurisdiction  over  power  and  light  service,  but  has  not 
seen  fit  to  add  jurisdiction  over  securities.  Now,  as  I  read  this  bill, 
it  would  take  away  from  Oregon  all  jurisdiction  of  rates  and  service 
and  everything  else  and  establish  it  in  the  Federal  commission  here. 
That  I  should  not  assume  would  be  a  wise  thing  to  do.  In  the  cliscus- 
sion  in  the  chamber  of  commerce  committee  that  you  speak  of.  it  was 
assumed  that  it  would  be  interpreted  that  way,  or  it  might  be  inter- 
preted in  a  second  way :  The  Oregon  commission  might  regulate  rates 
nnd  service  but  Oregon,  not  having  thought  it  wise  to  undertake  to 
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regulate  securities,  the  regulaticn  of  securities  would  go  back  to  the 
Federal  commission  here,  and  vou  would  have  a  conflict  of  authority 
between  the  State  commissions  and  the  Federal  commission  which 
might  be  extremely  complicated  and  most  unfoi-tnuate.  It  raises  at 
once  an  uncertainty.  That  is  why  that  committee,  after  discussing 
the  matter,  unanimously  agreed  that  that  was  a  point  to  be  left  to 
the  States  to  handle  as  incidental  or  collateral  to  the  questions  of  the 
rates  and  service. 

Mr.  Escir.  If  that  argument  is  good,  then  you  would  want  to  apply 
it  to  the  railroads,  would  yon  not  ? 

Mr.  Hall.  I  should  say  that  the  authority  or  jurisdiction  over 
securities  should  be  vested  in  one  place  only. 

Mr.  Escii.  That  is  the  reason,  is  it  not,  that  the  rail  executives, 
through  their  representative,  Mr.  Thom,  appeared  before  the  New- 
lands  joint  connnittee  and  strongly  urged  one  central  authority  over 
stock  and  bond  control,  namely,  the  Federal  Government,  in  order  to 
escape,  a3  they  said,  the  48  masters.  Now,  as  I  understond  your  con- 
tention, you  want  to  leave  it  to  the  States. 

Mr.  Hall.  There  is  this  difference:  The  power  and  light  companies 
are  essentially  in  every  respect  local  companies.  Railroads  essen- 
tially and  in  most  respects  are  interstate. 

Mr.  Escir.  There  is  seme  point  in  that  difference,  but  with  the^^e 
great  powers  about  to  be  developed,  they  are  going  to  become  more 
and  more  interstate,  and  when  you  transmit  power  250  miles  as  a 
radius,  you  are  going  to  get  over  into  several  States. 

Mr.  IIall.  Yes ;  there  is  going  to  be  more  interstate  service,  but  the 
interest  of  the  public  is  never  going  to  be  as  interstate  as  it  is  in  the 
railroads.  For  instance,  sav  I  am  a  resident  of  the  State  of  Wash- 
ington.  I  am  interested  in  the  rates  and  service  and  everythincr  that 
affects  rates  and  service  on  the  railroads,  not  only  in  and  about  Wash- 
ington, but  I  am  interested  in  Indiana  and  Illinois,  New  York,  and 
New  England,  because  I  or  my  business  associates  travel  back  and 
forth  and  everything  we  buy  depends  on  railroad  service  and  is 
affected  by  railroad  rates  outside  of  my  own  State.  Now  as  to 
electric  light.  I  have  no  interest  whatever  except  in  my  electric- 
light  bills  in  Washington.  It  does  not  make  any  difference  to  me 
w  hether  Tom  Jones  in  Indiana  gets  his  light  with  natural  gas,  arti- 
ficial gas,  or  electric  light  generated  by  water  power  or  by  steam. 
There  is  no  communitv  of  interest  as  there  is  in  the  railroad  rates.  I 
think  that  is  the  distinction.  It  is  essentially  local,  and  even  when 
you  come  to  the  point  of  view  of  interstate  hydroelectricity,  you  can 
take,  for  instance,  Mr.  Britton's  case.  I  think  he  said  they  sent  some 
power  over  into  Nevada,  did  you  not? 

Mr.  Britton.  No. 

Mr.  Hall.  Well,  suppose,  for  instance,  he  does  send  some  power 
over  into  Nevada.  All  that  means  is  that  there  is  a  transmission  line 
going  across  the  line,  and  certain  people  in  Nevada  buy  that  service 
for  entirely  local  use.  The  interstate  feature  of  it  is  of  no  value 
whatever  except  that  it  should  never  he  used  as  an  excuse  to  prevent 
the  man  who  is  buying  the  service  in  Nevada  from  having  the  right 
to  appeal  to  some  commission  on  the  question  of  his  rates.  He  can 
go  to  the  Nevada  Commission  and  they  can  take  care  of  that  situation. 
The  current  has  simply  gone  across  the  line  and  it  is  sold  and  de- 
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livered  there  in  Nevada,  and  if  the  Nevada  consumer  has  a  commis- 
sion to  which  he  can  go  and  discuss  rates  and  service  and  get  their 
ruling,  he  is  fully  protected.  The  only  reason  I  see  for  putting  in  an 
interstate  provision  here  at  all  is  lest  the  company  that  was  selling 
that  in  Nevada  might  say,  "  We  have  gone  across  the  line  and  there 
is  an  interstate  feature  involved  here,  and  you  have  nothing  to  say 
about  it."    This  bill  should  take  care  of  that. 

Mr.  EscH.  These  corporations  are  creatures  of  the  State  and  get 
their  chartere,  of  course,  from  the  State  ? 

Mr.  Hall.  Yes. 

Mr.  EscH.  And  quite  a  number  of  the  States  have  constitutional 
provisions  whereby  stock  and  bond  issues  can  not  exceed  investment? 

Mr.  Hall.  Yes,  sir. 

Mr.  EscH.  How  would  you  gat  around  that  situation  if  you 
carried  out  your  plan? 

Mr.  Hall.  You  would  have  to  make  your  financial  arrangements, 
whatever  they  were,  to  comph^  with  the  State  laws.  If  there  was  a 
State  that  provided  that  no  company  could  sell  electricity  in  that 
State  unless  it  was  a  creature  of  that  State,  that  is  what  you  would 
have  to  be.  A  company  domiciled  in  a  neighboring  State  could  not 
come  across  the  line  and  sell  in  that  State  and  you  would  have  to 
adapt  yourself  to  that  situation. 

Mr.  EscH.  There  is  another  proposition  T  w^ant  to  call  your  atten- 
tion to.  Do  you  believe  in  this  bill  we  should  have  any  provision 
against  combinations  and  so  on? 

Mr.  Hall.  Against  what  ? 

Mr.  EscH.  Combinations.  I  call  your  attention  to  the  language 
contained  in  the  Ferris  bill : 

But  combinations,  a?creements,  nrrani?enients,  or  understandlngrs,  express  or 
impUed,  to  Uniit  the  output  of  electrical  energy,  to  restrain  trade  with  foreign 
nations  or  between  two  or  more  States  or  within  any  one  State,  or  to  fix, 
maintain,  or  increase  prices  for  electrical  energy  or  service  are  hereby  for- 
bidden. 

The  Shields  bill  has  a  like  provision,  and  the  Adamson  bill  had 
this  provision: 

But  combinations,  agreements,  arrangements,  or  understandings,  express  or 
implied,  to  limit  the  output  of  electrical  energy,  to  restrain  trade  or  to  fix, 
maintain,  or  increase  prices  of  electrical  energy  or  service  are  iiereby  prohibited. 

There  is  no  corresponding  provision  in  the  pending  print. 

Mr.  Hall.  I  supposed  that  was  prohibited  by  law  already  on  the 
books.  Certainly,  I  do  not  see  anv  objection  to  putting  it  in  here  if 
it  is  not  alreadv  taken  care  of  by  Federal  leffislation. 

Mr.  Raker.  Just  going  a  little  further  with  Mr.  Esch's  suggestion 
and  your  statement  in  regard  to  it,  in  those  States  that  have  control 
over  securities,  is  it  not  really  a  good  thing,  and  has  it  not  proven 
to  bo  not  only  a  benefit  to  the  company  that  is  interested  but  to  the 
public  generally?    For  instance,  take  "the  situation  in  California  as 

a  sf^mplo.  , 

Mr.  Hall.  You  are  touching  on  a  pretty  broad  question  now,  Mr. 
Raker,  and  I  do  not  think  that  can  b-^  answered  yes  or  no.  In  some 
cases  and  in  some  States  regulation  of  securities  has  been  done  in  an 
intelligent  manner.  On  the  other  hand  I  could  name  States  where  I 
believe  the  regulation  of  securities  has  been  done  in  such  an  unin- 
telligent manner  that  it  is  directly  responsible  for  threatened  re- 
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ceiverships,  and  for  a  simply  lamentable  situation  on  the  part  of 
practically  every  public  utility  in  the  State.  In  other  words,  it  de- 
pends a  good  deal  on  how  it  is  done.  There  is  regulation  of  securi- 
ties and  there  is  regulation.  Some  of  it  is  wicked  and  some  of  it  is 
reasonable. 

Mr.  Raker.  Out  in  California  the  control  of  securities,  I  believe, 
has  been  recognized  to  be  a  beneficial  movement  in  the  right  direc- 
tion for  all  concerned. 

Mr.  Hall.  I  understand  in  California  it  has  been  handled  more 
practically  and  intelligently  than  in  «ome  States. 

Mr.  Raker.  Under  the  provisions  of  this  bill  and  its  administra- 
tion you  would  have  to  rely  upon  the  broadness  and  the  good  busi- 
ness judgment  and  ordinary  horse  sense  of  the  men  who  execute  it, 
is  not  that  right  ? 

Mr.  Hall,  les,  sir. 

Mr.  Raker.  Of  course,  if  you  get  a  narrow,  two-by-four  fellow 
on  the  job  and  he  is  dyspeptic  and  disposed  to  criticize  everything 
and  everybody  who  comes  along,  you  will  not  get  the  bill  admin- 
istered in  a  proper  way. 

Mr.  Hall.  The  suggestion  in  the  committee  report  which  Mr. 
Esch  referred  to  was  not  to  the  merits  of  whether  securities  should 
be.  regulated  by  the  States,  but  was  to  the  point  that  that  was  v^here 
they  should  be  regulated,  if  at  all. 

Mr.  Raker.  That  is  just  the  point  I  was  coming  to.  If,  as  you 
suggest  and  as  I  believe  to  be  true,  they  regulated  the  rates  and  the 
service  and  not  the  securities,  thej^  then  would  be  under  the  control 
of  the  Federal  Government  for  the  control  of  securities  and  the 
States  themselves  would  within  a  very  short  time  place  not  only 
control  of  the  rates  and  charges,  but  the  control  of  securities  under 
the  States,  and  therefore  as  soon  as  the  State  did  that  it  would  takt» 
all  of  the  function  out  of  the  Federal  Government,  and  it  would 
then  provide  more  uniform  operation  in  all  the  States  relatiAe  to 
the  entire  subject  as  provided  for  in  the  bill;  is  not  that  true? 

Mr.  Hall.  I  am  not  certain  whether  it  would  work  out  that  wav 
or  not.  The  committee's  discussion  of  that  point  went  solely  to  this 
question,  that  that  is  a  matter  that  should  be  left  to  the  State  where 
the  corporation  is  domiciled,  and  there  should  be  no  possible  con- 
flict of  authority  between  State  and  Federal  jurisdiction  on  that 
point. 

Mr.  Raker.  Under  the  bill  is  it  not  left  to  the  State  now  provided 
the  State  acts,  and  if  the  State  does  not  act  then,  of  course,  it  comes 
under  the  general  Federal  Government? 

Mr.  Haix.  Yes;  that  is  true.  This  is  the  way  it  stands  now,  as  I 
read  the  bill  and  as  the  committee  interpreted  the  bill.  In  a  State* 
which  had  provided  for  regulation  by  regulating  rates  and  service 
and  had  not  thought  it  wise  to  undertake  to  regulate  securities, 
that  jurisdiction  would  be  referred  back  to  the  Federal  commission. 

Mr.  Raker.  Now  that  can  readily  be  i-emedied  by  the  State  amend- 
ing its  law  and  taking  over  the  control  of  securities. 

Mr.  Hall.  That  is  very  true. 

Mr.  Raker.  So  as  a  matter  of  fact,  it  would  only  be  a  question  of 
time  before  the  States  would  take  that  over  themselves  and  it  would 
not  be  under  Federal  control. 
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Mr.  Hall.  It  could  work  out  that  way.  As  a  matter  of  fact,  it  is 
a  very  much  simpler  way,  as  the  committee  looked  upon  it,  to  leave 
that  matter  entirely  to  the  States,  because  it  is  so  distinctly  a  local 
matter. 

Mr.  Baker.  Whether  they  want  to  act  or  not  ? 

Mr.  Hall.  Yes,  sir. 

Mr.  Baker.  Your  theory  is  the  Government  should  not  take  any 
control  of  it  whether  the  State  desires  to  act  or  not  ? 

Mr.  Hall.  Yes;  because  the  States  have  already  the  jurisdiction 
as  to  rates  and  service,  which  is  all  a  good  many  people  think  is  neces- 
sary. There  is  a  difference  of  opinion  about  that.  Some  States  be- 
lieve you  should  regulate  rates,  service,  and  securities.  Others  be- 
lieve that  rates  and  service  are  the  only  things  you  need  to  regulate ; 
that  that  is  all  the  power  the  State  needs  to  take  care  of  a  community, 
and  that  the  regulation  of  securities  is  unwise  and  unnecessary.  Now 
whatever  may  be  the  relative  merits  between  those  two  theories,  the 
point  of  the  committee  was,  do  not  undertake  to  force  the  States  to 
take  jurisdiction  of  this  matter  if  they  do  not  want  it.  It  is  their 
matter ;  it  is  a  local  matter,  the  corporation  is  domiciled  within  their 
State,  ordinarily  created  by  their  State,  and  it  is  a  State  matter,  and 
it  would  simplify  things  if  it  were  left  entirely  to  them  to  exercise 
jurisdiction  or  not  as  they  chose.  That  was  the  view  of  the  com- 
mittee. 

Mr.  EscH.  There  is  a  provision  in  the  bill  that  where  they  do  not 
agree  as  to  control  of  securities,  then  jurisdiction  shall  be  conferred 
upon  the  commission.  I  can  conceive  that  there  may  be  a  number  of 
such  disputes. 

Mr.  Hall.  Here  is  a  case  you  might  have:  You  might  have  one 
State  which  saw  fit  to  regulate  securities  and  you  might  have  an  ad- 
joining State  which  did  not.  Query,  in  that  case  how  could  you  is- 
sue legal  securities  under  this  bill?  I  am  not  quite  sure  how  that 
would  work  out.  It  would  raise  a  complication,  and  it  seemed  clear 
to  the  committee  in  discussing  it  that  just  because  there  was  a  trans- 
mission line  which  w^ent  across  the  boundary  some  place,  the  great 
bulk  of  all  the  properties  being  used  for  local  service  and  just  a  trans- 
mission line  beyond  the  boundaries,  that  that  ought  not  to  take  the 
question  of  jurisdiction  over  issuing  securities  away  from  the  State 
and  put  it  into  the  Federal  commission.  There  would  be  quite  a 
question  there  as  to  what  kind  of  approval  you  would  have  to  have  in 
order  to  get  your  securities  out,  and  by  the  time  you  got  that  thrashed 
out  and  secured  the  approval,  the  market  might  be  gone  and  you 
could  not  get  them  out  at  all. 

Mr.  Raker.  But  that  argument  leads  to  a  conclusion  that  one  might 
possibly  take  it  that  you  thought  it  best  not  to  have  power  jto  regulate 
rates  and  service. 

Mr.  Hall.  The  committee  does  not  say  that.  The  committee  says 
leave  that  to  the  State.  On  the  committee  which  discussed  that 
proposition  there  were,  as  there  are  outside,  two  views,  but  they  were 
unanimous  in  the  opinion  that  whatever  should  be  done  should  be 
left  to  the  States,  because  it  is  so  distinctly  a  local  matter. 

Mr.  Raker.  And  you  do  not  present  yourself  before  the  committee 
on  the  view  that  under  all  the  circumstances  there  should  be  the 
power  created  which  would  exercise  control  relative  to  rates  and  se- 
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curitics.  I  take  it,  from  what  you  saj^  you  believe  there  should  be 
power  created  at  all  times  for  the  purpose  of  regulation  of  rates  and 
securities — I  mean  rates  and  service. 

Mr.  Hall.  Yes;  I  have  no  question  about  that. 

Mr.  Raker.  And  if  a  State  fails  to  act  in  reference  to  rates  and 
service,  should  not  the  Federal  Government  act? 

Mr.  Hall.  There  is  no  question  about  that.  If  the  State  does  not 
provide  something  for  regulation  of  rates  and  service,  that  should 
go  to  the  Federal  Government. 

Mr.  Raker.  Then  the  same  argument  applies  to  control  over  securi- 
ties only  under  this  bill  when  the  State  acts ;  that  is  paramount,  and 
the  Federal  commission  has  no  control  and,  therefore,  it  resolves  back 
again  to  the  fact  that  it  is  entirely  up  to  the  State  to  act  or  not  to 
act,  as  its  citizens  desire,  and  if  they  do  not  desire  State  control  bv 
passing  proper  legislation,  then  the  control  reverts  to  the  Federal 
Government;  and  there  ought  not  to  be  any  real  objection  to  that, 
ought  there? 

Mr.  Hall.  I  did  not  suggest  this  myself,  but  the  question  was 
asked  about  the  action  of  this  committee,  and  I  know  what  the  de- 
liberations of  that  committee  were,  and  I  know  the  view  and  the  de- 
cision they  came  to,  and  that  was  that,  in  order  to  avoid  any  possible 
misunderstanding  so  far  as  securities  were  concerned — there  were  so 
few  cases  that  could  possibly  come  up  before  the  Federal  commis- 
sion— that  it  ought  to  be  left  to  the  States  entirely,  and  if  they  saw 
fit  to  exercise  it,  well  and  good,  and  if  they  did  not,  well  and  good: 
that  was  a  State  matter;  that  is,  where  the  corporation  lives,  where 
it  is  domiciled,  it  is  subject  to  the  State  laws  and  created  by  the 
State  laws,  and  it  is  peculiarly  the  State  that  ought  to  handle"^  that 
matter;  and  if  you  complicate  it  by  having  it  come  under  a  Federal 
commission  in  some  isolated  cases,  you  get  a  conflict  which  is  unde- 
sirable. That  was  the  view  of  the  committee,  independent  eiitii-ely 
of  the  personal  views  of  the  committee  as  to  whether  regulation  of 
securities  was  a  w^ise  thing  or  not.  Some  felt  it  was  and  some  felt 
it  was  not. 

Mr.  Raker.  That  they  did  not  pass  on. 

Mr.  Hall.  They  did  not  pass  on  that.  They  just  said,  "  Do  not 
have  any  conflict  of  authority,  that  is  all.*' 

Mr.  Hamilton.  I  understood  you  to  say,  Mr.  Hall,  that  in  your 
opinion  few,  if  any,  projects  would  be  developed  under  this  bill  as 
drawn,  and  that  certain  amendments  were  necessary. 

Mr.  Hall.  Yes,  sir. 

Mr.  Hamilton.  Will  you  kindly  state  specifically  the  points 
wherein  you  regard  the  bill  as  defective  so  as  to  inform  the  com- 
mittee? 

Mr.  Hall.  There  are  two  places  where  I  regard  the  bill  as  abso- 
lutely defective,  and,  while  there  are  no  doubt  several  amendnnent- 
other  than  the  two  suggested  which  are  very  necessary  to  a  workable 
bill,  I  can  say  there  arc  two  defects  in  the  bill  which  I  think  unques- 
tionably would  prevent  any  substantial  development. 

Firrt  the  provision  in  reference  to  the  renewal  licenS3  at  the  end 
of  r;0  years,  if  the  Government  does  not  take  over  the  property  eitlier 
for  itself  or  a  State  or  a  municipality  or  other  licensee,  then  the  bill 
provides  that  the  applicant  having  applied  for  a  renewal  license- 
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shall  get  it  for  such  period  of  time,  according  to  the  bill  as  it  stands 
now,  and  upon  such  terms  as  the  then  regulations  and  the  law  shall 
warrant.  Now  that  means  it  is  ab-olutely  uncertain  what  kind  of 
new  lease  you  are  going  to  get.  It  is  not  only  uncertain  as  to  time, 
because  that  law  could  be  complied  with  by  being  given  a  lease  for 
a  year  or  5  years  or  6  or  7  years,  but  it  is  also  uncertain  as  to  tenns. 
I  think  it  is  absolutely  essential  if  these  projects  are  to  b?  financed 
that  in  the  event  the  Government  does  not  .take  it  over,  the  renewal 
should  be  for  a  substantial  and  definite  length  of  time.  Now  a  re- 
newal for  the  same  period  of  50  years  would  be  the  best  length  of 
time,  but  it  would  not  be  as  necessary  as  it  is  in  th'3  original  lease, 
and  the  time  I  suggested  was  not  less  than  30  years  and  not  more 
than  50  years. 

The  other  one  is  as  to  what  the  terms  of  the  new  lease  shall  be. 
As  the  bill  is  drawn,  as  I  understand  it,  the  commission  in  office  50 
years  from  the  date  of  the  lease  could  pass  any  regulation  they  wish 
to  pass,  regardless  of  whether  it  confiscated  your  property  or  not, 
and  vou  would  be  bound  by  it,  because  I  take  it  that  a  licensee,  when 
he  takes  out  a  license  under  this  act,  agrees  to  the  act  and  to  the 
regulations  then  in  force,  and  would  be  bound  by  them.  Therefore 
von  cut  yourself  out  from  your  constitutional  protection,  and  there- 
fore you  are  bound  by  any  possible  terms  that  might  be  provided. 
Now.  of  coui-se,  that  would  be  absolutely  prohibitive.  That  is  just 
like  having  no  lease  at  all  and  saying,  "  We  will  give  you  a  lease 
hut  we  do  not  know  what  it  is  going  to  provide."  That  is  just 
tlie  Fame  as  having  no  renewal  lease.  Apparently  there  has  been 
an  attempt  to  cover  that  defect,  on  page  22,  line  16,  by  the  language 
in  italics,  which  savs: 

ProiHdrd,  however,  that  if  any  project  or  projects  fthall  not  be  taken  over  by 
the  United  States  or  by  a  new  licensee,  the  terms  and  conditions  imposed  upon 
the  original  licensee  in  any  new  license  tendered  shall  not  be  such  as  to  impair 
the  net  investment  of  the  licensee  in  said  project  or  projects. 

Now  I  do  not  think  that  language  "to  impair  the  net  investment " 
is:  clear.  I  am  not  sure  what  that  means.  I  think  it  is  clear  that  it  is 
intended  to  mean,  but  I  do  not  think  it  is  clear  enough  to  remove 
the  necessity  of  an  amendment,  and  the  amendment  I  suggested 
the  other  day  was  that  there  should  be  added  to  that  "  or  the  right 
of  the  licensee  to  earn  a  fair  return  thereon,"  that  is,  on  the  net 
investment. 

These  two  amendments  I  think  would  take  care  of  the  vital  defects 
in  the  bill,  and  as  I  said  the  other  day,  I  have  only  addressed  my 
remarks  to  the  question  of  the  ability  to  finance  these  projects.  I  do 
not  want  to  be  underFtood  as  saying  that  I  do  not  think  some  of  these 
other  amendments  which  have  been  offered  here  arc  extremely  essen- 
tial. As  I  recall  it,  Mr.  Britton  s  amendments  and  Mr.  Pierce's 
amendments,  I  should  say,  are  most  essential,  some  of  them  in  a 
^^roater  degree  than  others,  to  making  the  bill  a  workable  bill.  I 
think  that  most  of  those  amendments  will  very  much  help  the  bill 
and  help  to  secure  development. 

Mr.  Levek.  Is  it  your  view,  Mr.  Hall,  that  without  those  amerd- 
nients  which  you  suggest  the  bill  is  not  workable. 

Mr.  Hall.  Absolutely,  in  my  judgment.    You  might  just  as  well  not 
pass  it.    I  will  tell  you  what  I  think  would  happen.    You  might  get 
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a  few  developments.  You  might  take  cases  like  the  Montana  Power 
Co.  and  from  what  Mr.  Kelley  said  you  can  see  that  that  is  a  pros- 
perous, well-established  company,  located  advantageously.  He  said, 
if  you  will  recall, ''  We  have  enough  property  in  fee  title  to  support 
all  the  bonds  that  we  have  needed  to  issue  to  make  our  development.'' 
Therefore  they  have  developed  some  property  on  these  revokable 
permits  which  are  the  only  ones  you  can  get  to-day.  But  they  did 
not  do  it  on  the  strength  of  those  revokable  permits  nor  did  they  put 
the  property  constructed  under  them  up  under  the  mortgage.  They 
simply  took  other  property  that  they  had  and  raised  enough  money 
to  go  m  and  take  their  chances.  Furthermore  a  concern  like  the  Mon- 
tana Power  Co.,  which  is  allied  with  other  large  interests  in  the 
immediate  vicinity,  is  in  a  very  different  situation  from  the  ordinary 
public  utility  which  relies  entirelv  or  to  a  very  large  extent  upon  the 
general  investing  public  for  its  funds. 

Mr.  Lever.  You  would  feel  that  the  license,  if  renewed  at  all 
ought  to  be  a  license  that  runs  for  about  80  years? 

Mr.  Hall.  I  think  the  renewal  ought  to  be  for  at  least  30  years: 
yes,  sir. 

Mr.  Lever.  Upon  the  theory  that  when  you  refund  your  debt  you 
have  got  to  issue  new  bonds,  and  you  could  not  issue  the  bonds  unlev; 
your  security  was  very  definite  and  certain  in  its  character? 

Mr.  Hall.  That  is  it,  exactly.  That  becomes  important  right  at 
the  start.  For  instance,  suppose  we  have  started  a  water-power  com- 
pany and  we  have  put  into  the  business  five  or  six  million  dollars, 
borrowed  it  upon  temporary  loans,  and  we  have  gotten  down  to  a 
]>oint  where  we  can  issue  some  bonds  and  pay  back  some  of  our  bor- 
rowed money.  We  make  a  bond  issue,  we  will  say,  of  75  to  80  per 
cent  of  the  actual  cost  which  has  gone  into  the  property  so  far,  and 
I  come  to  you  with  a  30-year  bond  and  ask  you  to  buy  it.  Now,  there 
are  two  things  that  interest  you  in  connection  with  that  bond.  Yon 
would  want  to  find  out  first  if  this  company  is  earning  enough  so 
that  you  are  dead  sure  of  having  interest  paid  on  that  bond  right 
through  to  maturity.    Then  one  feature  is  taken  care  of. 

The  next  feature  you  are  going  to  take  care  of  is :  Can  the  company, 
when  it  comes  to  the  end  of  30  years,  ^ve  me  back  my  principal 
Now,  how  is  it  going  to  do  that?  If  it  is  a  public  utility  it  can  not 
amortize  and  collect  during  those  30  years  the  money  to  pay  back  the 
principal.  Bonds  money  goes  in  as  permanent  capital  anS  the  only 
contemplation  on  the  part  of  anybody  is  that  those  bonds  will  be 
retired  by  new  bonds,  and  therefore  it  becomes  important  to  you  to 
know  whether  refunding  bonds  can  be  issued  in  order  to  tate  care 
of  yours.  Now,  we  will  say  there  are  10*  years  left  of -the  license. 
If  it  were  known  that  the  Government,  either  fop  itself  or  for  a  State 
or  municipality,  was  going  to  take  over  the  property  at  the  end  of 
the  next  10  years,  it  would  be  a  very  simple  matter.  You  could  sim- 
ply issue  10-year  bonds  and  take  the  money  you  get  from  the  Govern- 
ment and  pay  off  the  bonds.  Where  it  is  entirely  uncertain  whether 
the  Government  is  to  take  the  property  or  not,  you  have  got  to  issue 
the  ordinary  bond,  a  30-year  bond,  and  to  do  that  you  must  have  title 
definite  enough  over  beyond  that  to  take  care  of  that  bond. 

Mr.  Le\'er.  Then  I  assume  from  your  statement  that  the  protection 
to  the  public  would  be,  in  cases  like  that,  the  conduct  of  the  company 
during  the  50-year  period  under  its  first  license? 
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Mr.  Hall.  Yes,  sir. 

Mr.  Lever.  In  other  words,  if  during  the  50-year  period  they  have 
been  gormandizing  and  gouging  the  public,  the  Government  would 
have  the  right  to  refuse  to  renew  that  license;  but  if,  on  the  other 
hand,  the  company  had  been  treating  the  public  fairly  and  decently 
and  doing  business  as  it  should  do,  the  men  in  charge  of  this  matter 
would  probably  renew  your  license;  is  that  your  idea?  What  is  the 
protection  of  the  public,  in  other  words,  as  against  your  own 
proposition  ? 

Mr.  Hall.  The  protection  of  the  public  is  that  these  utilities  are 
going  to  be  under  the  public-service  commission  from  the  very  start. 

Mr.  Lever.  And  the  public-service  commissions  will  very  closely 
scrutinize  the  conduct  of  this  company  during  its  50-year  license 
before  it  renews  the  license? 

Mr.  Hall.  I  am  sure  they  would ;  yes.  They  do  that  with  all  the 
rest  of  us.  Under  the  public-utility  laws  we  are  making  annual  re- 
ports and  have  to  file  reports  to  justify  our  rates  from  time  to  tme. 
There  is  no  question  about  that,  sir. 

Mr.  Ferris.  Mr.  Chairman,  before  the  next  witness  proceeds,  I 
have  here  a  letter  from  Mr.  John  H.  Roemer,  of  the  law  firm  of 
Cummins,  Koemer,  Flvnn,  Milkewitch  &  McKenna,  attorneys  and 
counselors  at  law,  under  date  of  March  20,  who  raises  a  question 
about  section  19  of  the  bill,  and  argues  at  length  in  the  letter,  not 
very  great  length,  only  about  two  and  a  half  pages,  and  I  think  this 
letter  ought  to  go  in  the  record.  The  substance  of  it  is  that  he  calls 
attention  to  the  fact  that  a  number  of  the  States  have  not  any  utility 
commissions  to  regulate  rates,  and  he  also  doubts  the  ability  of  this 
committee  to  incorporate  a  provision  in  the  law  which  would  allow 
us  to  regulate  rates  upon  intrastate  business.  Without  any  effort 
to  either  prove  or  disprove  what  he  says  in  the  letter,  I  think  it 
would  have  some  value  when  we  come  to  consideration  of  the  bill, 
and  if  there  is  no  objection  on  the  part  of  any  member  I  would  like 
to  have  the  letter  go  in  the  record. 

Mr.  EscH.  I  may  state,  Mr.  Chairman,  that  Mr.  Roemer  for  years 
was  chairman  of  our  State  railroad  commission  and  is  a  man  who 
stands  very  high. 

Mr.  Ferris.  He  is  a  very  good  man ;  I  know  him  personally,  and  I 
think  his  views  certainly  should  have  that  much  consideration.  He 
is  interested  in  water  power,  too,  by  the  way. 

(The  letter  referred  to  follows:) 

Cl^MMINS,   liOKMER,  FLYNN,  MIT.KEWITCH  &  McKENNA, 

Attorneys  and  Counbkix>rs, 
Continental  and  Ck)MMERCiAL  Bank  Building, 

Chicago,  March  20,  1918. 

Hon.  Scott  Ferris, 

House  of  Represent atixrcH,  Washington,  D,  C. 

My  Dear  Mr.  Ferris:  According  to  the  press,  I  note  thnt  your  special  com- 
mittee is  now  holding  a  hearing  on  the  proposed  administration  water-power 
bill.    I  have  a  few  queries  to  propound. 

Section  19  of  the  bill  provides : 

**  That  in  case  of  development,  transmission,  or  distribution  of  power  by  any 
ll..'ensee  hereunder  wholly  within  a  State  which  has  not  provided  a  commission 
or  other  authority  with  power  to  regulate  and  control  the  services  to  be  ren- 
dered by  such  licensee  or  the  rates  of  payment  therefor  or  the  amount  or 
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character  of  securities  to  be  issued.  Jurisdiction  Is  hereby  conferred  upon  the 
commission  upon  complaint  of  any  person  aggrieved  or  upon  its  own  Initiative 
to  exercise  sueli  regulation  and  control  until  such  time  as  the  State  shall  have 
provided  a  connnission  or  other  authority  for  such  regulation  and  control." 

The  State  of  Alabama  has  a  public  utilltiv»s  couunlsslon,  but  the  law  creating 
the  commission  provides  that  it  shall  have  no  jurisdiction  over  rates  estab- 
lished by  any  existing  valid  contract.  A  number  of  public  utilities  are  operat- 
ing under  franchises  or  contracts  prescribing  the  rates  that  may  be  charged, 
which  liave  a  number  of  years  to  run.  Neither  the  utility  nor  the  municipality, 
parties  to  sucli  a  contract,  can  alter  these  rates.  They  may  abrogate  the  c\>n- 
tract  by  mutual  consent.  The  commission  has  no  power  to  regulate  them. 
There  Is  no  authority  In  the  State  with  power  to  regulate  and  to  control  such 
contract  rates.  The  legislature  provided  that  they  .should  remain  in  effect 
during  the  term  of  the  contracts. 

If  any  such  utility  desired  to  make  a  development  In  the  State  of  Alabama 
under  the  proposed  law  for  the  puriwse  of  supplementing  Its  present  plant, 
could  the  commission  create  by  this  law,  regulate  such  contract  rates  notwith- 
standing the  policy  of  the  State  as  expressed  in  its  statutes  that  such  rates 
shall  not  be  subject  to  control  or  regulation? 

The  State  of  Kentucky  has  no  commission.  Under  its  constitution  public 
utility  franchises  are  sold  to  the  highest  bidder  and  when  granted  become  con- 
tracts wliich  can  mit  be  changed  by  legislation,  as  I  am  advised  by  some  of  the 
ablest  lawyers  In  that  State.  Even  If  a  couunlsslon  were  cre:ite<l,  such  com- 
mi8si<m  could  not  control  the  rates  provided  In  many  of  such  franchises. 

Assuming  that  some  public  utility  In  the  State  of  Kentucky  desired  to  make 
tt  development  under  the  proposed  law,  could  the  commission  created  liy  the 
act  regulate  the  rates  fixe<l  in  the  franchise  of  the  utility  notwithstanding  the 
fact  that  no  legislative  power  exists  In  the  State  under  the  Constitution  to 
regulate  such  rates? 

A  public  utility  operates  In  the  States  of  Illinois,  Wisconsin,  Minnesota, 
North  Dakota,  and  South  Dakota.  Wisconsin,  Illinois,  and  North  Dakota  have 
public  service  commissions  with  power  to  regulate  rates  and  services  regiinl- 
less  of  franchises  or  contract  provisions.  Minnesota  has  no  public  service  coin- 
mission.  This  utility  operates  In  many  communities  In  Alinnesota  under  fran- 
chises which  definitely  prescribe  the  rates  that  may  be  charge<l  and  the  e  fran- 
chises are  binding  contracts  which  can  be  altered  only  by  mutual  consent. 

It  will  bo  necessary  for  this  utility  to  make  additional  water  power  develop- 
ments In  the  States  of  Minnesota  and  Wisconsin.  As  the  State  of  Miiniesota 
has  no  public  service  commission  and  In  many  communities  no  authority  exists 
for  regulating  the  rates,  would  the  Federal  couunlsslon  have  the  right  to  regu- 
late such  franchise  rates  In  violation  of  the  policy  of  the  States  as  expressed 
In  its  statutes? 

I  do  not  believe  that  (^ongress  can  confer  upon  a  Federal  commission  the 
power  to  regulate  intrastate  rates  in  the  Instances  specified.  In  the  States 
mentioned  I  am  very  certain  that  the  quesion  that  I  have  suggesteil  will  ari'<e 
as  soon  as  any  attempt  is  made  to  Interfere  with  the  rates  fixed  In  contract.^ 
and  franchises. 

I  understand  that  this  provision  was  originally  placed  In  the  bill  to  Indure 
States  not  having  public  utility  laws  to  enact  such  law.»<.  I  do  not  think  this 
would  remedy  the  situation  in  States  whose  constitutional  or  statutory  pro- 
visions prevent  the  changing  of  rates  after  they  have  once  been  establishetl  by 
contract. 

A  question  in  regard  to  the  regulation  of  security  issues  has  (K*curre*I  to  mt\ 
A  public  service  cori)oration  organizcMl  under  the  laws  of  the  State  of  Wis- 
consin is  openjting  public  utilities  in  both  Wisconsin  and  Iowa,  In  Wisconsin 
the  public  service  commission  regulates  the  amount  and  chara<*t?r  of  securtie^ 
to  be  issued  by  such  corporation.  Iowa  has  no  law  controlling  the  issue  of 
securities.  Whenever  the  corporation  desires  to  maka  additions  or  exto!i<ion< 
to  Its  plant  In  Iowa  it  must  go  to  the  Wisconsin  connnission  for  authority. 
Iowa  having  no  commission  with  authority  to  regulate  and  control  se<'urin.*>, 
would  the  Federal  connnission  take  jurisdiction  In  casi*  of  a  developniwit 
made  by  the  corporation  in  th?  State  of  Iowa  or  would  the  fact  that  Wisronsin 
has  a  connnission  with  authority  in  the  premises  satisfy  the  rtMiuirements  of 
secti<m  10  of  the  proposed  bill? 

Within  my  own  knowle<lge,  there  are  mnny  corporations  In  the  onmrry 
similarly  situated  as  the  one  I  have  referred  to  In  Wisconsin.  Even  If  tUe 
connnission  had  jurisdiction  under  such  circumstances,  the  corporation  cMuld 
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not  issua  securtties  of  any  amount  without  obtalnlnR  authority  from  the 
I*ublic  Service  Commission  of  Wisconsin.  Conflict  mljrht  arise  between  the 
State  and  the  Federal  commissions  as  tlie  State  commission  i*^  controlled  by  a 
very  comprehensive  statute  which  Is  in  such  drastic  form  that  it  is  difBcult 
to  make  any  new  developments  under  the  law. 

If  you  have  time,  I  trust  you  will  give  me  the  benefit  of  your  views  on  th^e 
qu3stlons  suggested. 

Respectfully,  yours, 

John  H.  Uoemeb. 

Mr.  Haugen.  Mr.  Hall,  your  contention  is  that  if  the  license  is 
granted  to  a  concern  which  is  going  to  operate  in  a  certain  State,  it 
should  operate  its  plant  under  the  laws  of  that  particular  State? 

Mr.  Hall.  Yes,  sir;  as  to  the  issuing  of  its  securities  and  rates 
and  service. 

Mr.  Haugen.  If  the  law  is  a  proper  one,  and  leaves  it  in  the  lease, 
it  ouffht  to  be  satisfactorv  to  the  bond  holder? 

Mr.  Hall.  That  was  the  view  of  the  committee. 

Mr.  Haugen.  And  the  State  should  not  be  deprived  of  its  rghts  in 
administering  it  fairly. 

Mr.  Hall.  That  was  the  belief  of  the  committee. 

Mr.  Haugen.  You  stated  you  were  interested  in  the  legislation  in 
Washindon.    In  what  respect,  as  a  consumer  ? 

Mr.  Hall.  No,  sir.  The  company  I  represent  is  interested  in 
water-power  companies  which  are  near  the  public  domain,  and  which 
can  only  extend  their  development  to  take  care  of  the  now  pressing 
needs  by  using  public  lands. 

Mr.  Raker.  Mr.  Chairman,  Mr.  Britton  has  prepared  in  very 
concrete  form,  in  the  shape  of  a  pamphlet,  the  amendments  he  had 
suggested,  and  I  have  spoken  to  a  couple  of  other  gentlemtm  who 
have  appeared  before  the  committee  in  reference  to  that  .^auui  iiuitter, 
and  I  suggest  that  those  who  have  spoken  and  who  liave  offered 
suggested  amendments  might  file  them,  and,  if  possible,  prepare 
them  in  the  shape  that  Mr.  Britton  has  prepared  his,  and  leave 
with  the  committee  such  statements  in  regard  to  their  ainendnunts  as 
Mr.  Britton  has,  and  then  we  will  have  them  in  concrert;  form,  and 
we  could  print  them  along  with  the  hearings. 

The  Chairman.  All  gentlemen  who  have  made  statejneiits  to  the 
committee  have  permission  to  extend  their  remarks,  and  make  any 
suggestions  they  see  fit  in  reference  to  amendments. 

Mr.  Baker.  The  particular  thing  I  am  calling  attention  to  is  the 
form  in  which  this  pamphlet  of  Mr.  Britton  has  been  gotten  up. 

Mr.  EscH.  They  have  permission  to  present  their  amendments  in 
any  form  they  see  fit. 

AMKNDMKNIS    SI  ({fSKSTED    HY    MK.    K.    K.    HALL,    OF    NEW    YORK,   TO    "PROPOSED    HOUSE 

STTRSTrn^'E    FOR    SEXATE   BILL    1419." 

WAsriiNiJXON,  D.  C  March  26,  lOlS. 

Amend  section  6  as  follows: 

Page  12,  line  5.  strike  out  the  word  "such"  before  the  word  "duration"; 
after  the  word  "  of,"  insert  the  words  "not  less  than  thirty  nor  more  than  fifty 
years";  after  the  words  "under  such."  Insert  the  word  "other." 

As  amended,  section  0  would  read  as  follows : 

*'  Sec.  6.  That  each  license  under  this  act  shall  be  issued  for  an  original  period 
of  fifty  years,  unless  a  shorter  time  is  agreed  upon  between  the  applicant  and 
the  c*iramission  or  is  necessary  in  order  that  licenses  for  parts  of  the  same 
project  shall  terminate  on  the  same  date.     Licenses  for  subsequent  periods  of 
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Qot  lesu  than  thirty  nor  more  thnn  fifty  yenrs'  dunitlou  aud  under  such  other 
conditions  as  may  be  prescribed  by  tlien  existing  law  and  regulations  shall  be 
tendered  as  provided  in  section  fifteen  hereof,  unless  and  until  at  the  termina- 
tion of  the  original,  or  of  any  subsequent  period,  the  properties  are  taken  over 
and  C(mii>ensation  nmde  as  provided  in  sections  fourteen  and  fifteen  hereof. 
After  the  termination  of  the  original  or  of  any  subsequent  period,  the  licensee 
upon  application  of  a  new  license  shall  continue  in  undisturbed  possession  and 
use,  under  the  conditions  prescribed  in  the  license  last  held,  until  a  new  license 
is  tendered,  or,  If  the  proi)ertles  are  taken  over  as  provided  In  sections  four- 
teen and  fifteen  hereof,  until  so  taken  over  and  compensation  made  as  provided 
therein.  Each  such  license  shall  be  omditloned  upon  acceptance  by  the  licensee 
of  all,  the  terms  and  conditions  of  this  act  and  such  further  conditions,  if  any, 
as  the  commKssIon  shall  prescribe  In  conformity  with  this  act.  which  said  terms 
and  comlltlons  and  the  acceptance  thereof  shall  be  expressed  in  said  license. 
Tilcenses  may  be  revoked  only  for  cause  and  In  the  manner  prescribed  in  sec- 
tions thirteen  and  twenty -six  thereof.'* 

Amend  section  15  as  follows: 

Page  22,  Hue  21,  after  the  word  "projects,"  insert  the  wonls  "or  the  rlpht 
of  the  sii\U\  llcen.see  to  earn  a  fair  return  on  said  investment." 

As  amended,  the  section  would  read  as  follows: 

"  Sec.  15.  That  if  the  United  States  does  not,  at  the  expiration  of  the  orlglnnl 
license  or  of  any  license  subsequently  Issued,  exercise  its  right  to  take  over, 
maintain,  and  operate  any  project  or  projects  of  the  licensee,  as  provided  In 
section  fnurtoen  hereof,  the  commission  Is  authorize<l  to  Issue  a  new  license  to 
the  original  licensee  upon  such  terms  and  conditions  as  may  be  authorized  or 
required  imder  the  then  existing  laws  and  regulations,  or  to  issue  a  new 
lif^nse  under  said  terms  and  conditions  to  a  new  licensee,  which  license  may 
cover  any  project  or  projects  covered  by  the  original  license,  and  shall  be  issued 
on  the  condition  that  the  new  licensee  shall,  before  taking  possession  of  such 
project  or  projects,  pay  such  amount  for  the  property  taken,  and  assume  such 
contracts  as  the  United  States  is  reciulrefl  to  do,  In  the  manner  specifie<I  in 
section  fourteen  hereof:  Provided,  however,  That  If  any  project  or  projects 
shall  not  be  taken  over  by  the  United  States  or  by  a  new  licensee,  the  terms 
and  conditions  Imposed  upon  the  original  licensee  in  any  new  license  tendered 
shall  not  be  such  as  to  im])alr  the  net  investment  of  the  licensee  in  said  project 
or  projects  or  the  right  of  the  said  licensee  to  earn  a  fair  return  on  said 
Investment. 

The  Chairman.  Mr.  Krauthoff  is  here  from  New  York,  and  we 
will  be  glad  to  hear  him  at  this  time. 

STATEMENT  OF  HE.  P.  C.  KEAUTHOFF,  REFEESENTINO  HABRIS, 

FORBES  &  CO.,  OF  NEW  YORK,  N.  Y. 

Mr.  Krauthoff.  Mr.  Chairman  and  members  of  the  committee,  I 
am  a  member  of  the  public  utility  corporation  bond  buying  depart- 
ment of  the  investment  bond  house  of  Harris,  Forbes  &  Co.,  of  New 
York. 

The  CxIAirman.  You  desire  to  make  a  statement  to  the  committee 
from  the  standpoint  of  the  investor? 

Mr.  Krauthoff.  Entirely  from  the  standpoint  of  the  investor^  I 
do  not  wish  to  have  my  remarks  considered  as  being  from  any  other 
standpoint. 

The  Chairman.  You  mav  proceed  in  your  own  way  to  discuss 
thebill.^  .      ' 

Mr.  Krauthoff.  Hydroelectric  properties,  in  common  with  every 
other  type  of  public  utility  corporation  as  a  class,  must  be  finance<l 
ultimately  very  largely  through  the  sale  of  bonds.  These  bonds 
must  be  protected  l)y  every  possible  safeguard  in  order  to  make 
them  sahxble  to  the  investor,  because  there  is  invariably  a  much 
greater  demand  for  the  funds  of  investors  than  there  are  funds  to 
be  had.     In  other  words,  everybody  is  after  the  investor's  funds. 
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and  he  has  a  wide  choice.  If  a  proposition  is  not  sound  in  every 
respect,  he  will  divert  his  funds  to  other  channels  and  will  not  touch 
the  unsound  proposition. 

The  organization  of  which  I  am  a  member  has  been  in  existence 
for  over  37  years,  and  was  one  of  the  pioneers  in  public  utility  bond 
financing.  vVe  have  placed  with  investors  during  that  period  over 
two  billion  and  a  half  of  bonds,  which  on  a  "before  the  war"  or 
pre-Liberty  loan  basis,  would  be  considered  a  very  large  amount, 
and  which  includes  a  very  substantial  amount  of  public  utility  bonds. 
Between  $250,000,000  and  $300,000,000  worth  of  bonds  based  entirely 
or  in  part  on  hydroelectric  developments  have  been  placed  by  us, 
in  some  cases  together  with  associates.  These  hydroelectric  bonds, 
needless  to  say,  were  bonds  of  properties  located  practically  alto- 
gether on  private  lands  because  under  the  existing  revocable  permit 
h\\\\  no  development  has  been  possible  to  any  important  degree  on 
public  lands. 

The  principle  of  our  house  in  dealing  with  investors  is,  first  and 
above  all,  safety  of  principal  and  interest.  The  principal  must  be 
kept  intact  and  the  interest  paid  promptly  as  due.  The  question  of 
the  rate  of  return  is  secondary,  although  this,  of  course,  must  be  in  ac- 
cordance with  general  current  market  conditions.  The  safety  of  the 
principal  is  paramount.  The  speculative  feature  is  nil.  If  a  project 
turns  out  an  exceptional  success,  perhaps  the  bonds  may  go  up  four 
or  five  points;  if,  on  the  other  hand,  the  project  should  by  any  chance 
fail,  the  bonds  may  lose  40  points,  or,  in  an  extreme  case,  possibly  be 
wiped  out  altogether.  It  is  needless  to  say  our  projects  do  not  fail, 
due  to  the  very  great  care  and  conservatism  which  we  exercise  in  our 
investigations  prior  to  going  into  them. 

I  may  say  in  this  last  connection  that  data  assembled  several  years 
ago  indicated  that  during,  the  then  thirty-odd  years  of  existence  of 
our  organization  the  aggregate  loss  to  investors  on  bonds  which  we 
had  sold  them  totaled  less  than  two  days'  interest  on  the  bonds  dis- 
tributed by  us  over  this  entire,  say,  35-year  period.  This  is,  of  course, 
a  very  unusual  record.  Our  customers  include  not  only  banks,  in- 
surance companies,  estates,  and  institutions  throughout  the  country 
which  represent,  in  the  last  analysis,  the  funds  of  hundreds  of  thou- 
sands of  small  investors,  but  also  the  small  investor  himself  direct. 
In  the  last  analysis  the  conservative  investor  is  the  backbone  of  the 
business  of  this  country,  particularly  with  regard  to  the  great  public 
utility  undertakings,  for  it  is  to  him,  ultimately,  that  the  developer 
of  these  enterprises  must  go  for  the  capital  with  which  to  carry  them 
on.  In  a  $10,000,000  bond  issue,  for  instance,  put  out  within  the  last 
three  months  by  our  house  and  certain  associates,  the  average  distri- 
bution of  the  bonds  of  this  issue  which  our  organization  sold  was  less 
than  $3,300  per  investor,  which,  of  course,  in  a  bond  issue  of  this 
size,  is  very  broad  distribution. 

We  have  sold  bonds  in  every  section  of  the  country  and  have  han- 
dled bonds  of  public  utilities  in  practically  every  State  in  the  Union, 
and  also  in  Canada. 

I  would  like  to  give  you,  very  briefly,  some  idea  of  the  care  with 
which  we  go  into  a  public  utility  situation  prior  to  our  undertaking 
any  bond  financing  thereon.  In  the  first  place,  the  property,  of 
course,  has  to  oe  on  an  established  and  going  basis.    We  do  not 
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finance  soTcalled  construction  propositions  in  any  stage.  They  have 
to  have  a  record  of  operations  and  of  earnings  before  we  are  inter- 
ested at  all.  The  construction-money  stage  has  to  be  financed  by  the 
junior  people,  who  get  back  some  of  their  money  later  on  through 
the  Fale  of  the  bonds. 

The  first  phase  of  our  investigation  is  to  send  out  an  engineer  to 
make  a  report  on  the  property,  including  a  very  conservative  valua- 
tion or  appraisal  of  the  purely  physical  property,  because  this  phy- 
sical-property valuation  is  what,  in  the  last  analysis,  we  base  our 
bond  issue  on.  In  other  words,  wo  figure  that  if  our  bonds  are  well 
within  that  valuation  they  are  safe,  other  factors  being  equally  fav- 
orable. The  legal  phases  of  the  situation  are  gone  over  most  carefully 
by  our  attorneys,  a  detailed  report  on  its  business  aspects  is  made  by 
a  member  of  our  organization,  and  the  earnings  are  reported  on  and 
verified  by  our  accountant. 

Then  these  various  expert  reports  and  opinions  are  taken  together 
and  discussed  by  the  house  in  order  to  determine,  in  view  of  the  facts 
brought  out  in  the  reports  and  opinions,  whether  it  is  conservative 
to  loan  on  that  property  at  all,  and,  if  it  is,  what  is  :i  conservative 
amount  for  the  proposed  bond  issue,  and  by  what  restrictions  such 
a  bond  issue  should  be  safeguarded.  We  have  never  handled  a  share 
of  stock  in  our  entire  career,  and  we  have  no  personal  interest  at 
stake  in  the  junior  end  or  any  other  end  of  the  situation  except,  of 
course,  from  the  broad  standpoint  of  the  economic  advantages  which 
will  accrue  to  this  coimtry  from  the  development  of  its  enormous 
water-power  resources,  an  advantage  which  was  never  more  obvious 
than  under  the  conditions  which  exist  to-day.  Tliere  will  be  plenty 
of  other  business  coming  to  us  if  we  do  not  care  to  take  hold  of  any 
particular  proposition — hydroelectric  or  otherwise.  There  is  always 
a  far  greater  demand  for  our  funds  than  there  are  projects  that  we 
are  willing  to  go  into.  In  fact,  out  of  all  the  projects  that  come  to  us 
I  do  not  suppose  that  we  handle  one  in  ten,  which  means  there  is  not 
one  in  ten  that  will  meet  all  our  requirements. 

The  foregoing  explanation  of  the  character  of  bond  financing  un- 
dertaken by  my  house,  which  I  have  endeavored  to  make  as  brief  as 
possible,  gives  whatever  value  there  may  be  to  my  criticisms  to  this 
bill,  because  it  is  by  houses  such  as  ours  that  the  bonds  of  these  prop- 
erties must  be  placed  with  the  investors  if  the  properties  are  going 
to  be  financed  at  all  in  the  broad  and  ultimate  sense.  I  may  take 
occasion  to  say  that  the  present  bill  affords  the  basis  of  what  I  think 
will  be  a  workable  plan  to  finance  these  properties.  It  has,  how- 
ever, in  its  present  form,  certain  vital  defects  from  the  bond  investor's 
viewpoint,  but  these  I  do  not  believe  you  will  hesitate  in  eradicating 
from  the  standpoint  of  the  practicability  and  feasibility  of  the 
measure. 

The  first  one  of  these  defects  is  found  in  section  15,  on  page  2*2, 
where  it  provides  that  the  terms  of  any  new  license  granted  at  the  ex- 
piration of  the  50-year  original  license  shall  not  be  such  as  to  impair 
the  net  investment  of  the  licenses.  When  you  say  it  shall  not  be 
such  as  to  impair  the  licensee's  net  investment,  you  very  obviously 
imply  that  it  shall  also  not  be  such  as  to  impair  the  licensee's  ability 
to  earn  a  fair  return  on  its  said  net  investment,  since  the  minute  the 
ability  to  earn  a  fair  return  on  an  investment  is  impaired,  the  invest- 
ment itself  becomes  impaired.     The  bill  as  it  now  stands  and  without 
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amendment  would  in  my  opinion  bo  construed  in  the  courts  to  have 
the  meaning  in  the  foregoing  respect  which  is  so  clearly  implied. 
But  what  is  the  use  of  creating  the  necessity  of  a  fundamental  point 
in  the  bill  having  to  be  interpreted  at  some  future  date  by  the  courts? 
I  am  sure  you  want  the  bill  to  mean  what  it  unquestionably  implies, 
but  why  deal  in  implications — why  not  make  the  phraseology  clean- 
cut  and  direct?  Do  not  leave  loopholes  for  lawsuits;  one  of  the 
last  men  in  the  world  who  would  buy  into  a  law  suit  is  the  investment 
bond  buyer. 

Mr.  Baker.  What  is  your  suggestion  in  connection  with  that? 

Mr.  Krauttiofi-'.  In  section  15,  page  22,  line  21,  the  last  word  in 
the  section  is  "  projects."  I  would  suggest  that  these  words  be  added, 
**ncr  the  ability  of  the  licensee  to  earn  a  fair  return  on  its  said  net 
investment." 

Mr.  Raker.  That  is  the  amendment  you  suggest  to  cover  that 
defect  ? 

Mr.  Krauthoff.  That  is  all.  I  think  that  meaning  is  directly  im- 
plied, and  I  think  it  would  be  construed  by  the  courts  to  exist  as  the 
bill  now  stands.  I  am  sure  that  is  what  you  mean.  It  is  impossible 
not  to  impair  an  investment  and  at  the  same  time  impair  the  ability 
to  earn  a  fair  return  on  it,  because  the  two  are  in  effect  synonymous. 

The  ether  point  I  had  in  mind  is  in  reference  to  the  provision  in 
section  6  of  the  present  draft  of  the  bill,  line  4  on  page  12,  where  it  is 
provided  that — 

Licenses  for  subsequent  periods  of  such  duration  and  under  such  conditions 
as  may  be  prescribed  by  then  existinj?  law  and  rejnilatlons  shall  be  tendered  ns 
provide<l  In  section  15  hereof  unless  and  until  at  the  termination  of  the  original 
or  of  any  subsequent  period,  the  properties  are  taken  over  and  compensation 
made  as  provided  In  sections  14  and  15  hereof. 

Speaking  from  a  bond  standpoint,  I  think  that  I  would  be  willing 
to  trust  the  Federal  Government  to  prescribe  fair  conditions  in  re- 
spect to  subsequent  licenses.  I  do  not  think,  however,  that  the  pros- 
pective bondholder  would  be  willing  to  trust  anyone,  and  I  further 
do  not  feel  that  he  could  fairly  be  asked  by  any  investment  banker 
having  a  high  sense  of  personal  responsibility  in  his  client's  interests 
to  trust  anyone,  to  prescribe  the  term  of  duration  of  subsequent 
licenses.  This  is  a  matter  of  very  vital  concern  to  the  bondholder. 
You  must  bear  in  mind  that  the  bondholder  is  the  man — oftentimes 
the  woman — who  has  no  speculative  interest  in  the  proposition.  He 
gets,  say  5^  per  cent  or  less  on  his  money  through  the  period  of  30 
years,  and  he  is  entitled  to  expect  his  bond  to  be  paid  at  its  maturity. 
It  can  only  be  so  paid  at  maturity  by  being  refunded  by  another 
bond  issue.  That  is  standard  financial  practice,  and  that  can  not  be 
accomplished  on  a  permanent  long-term  basis  (which  is  the  only 
economic  basis  for  bond  financing)  under  a  short  term  franchise  or 
license.  Let  us  say  a  new  property  was  started  to-day  to  be  developed 
under  a  r)0-year  license.  It  would  go  along  possibly  10  years  before 
it  is  ripe  for  a  bond  issue  that  we  would  handle,  and  that  will  leave 
40  years  to  the  life  of  the  original  50-year  license.  The  standard  5 
per  cent  bond  issue  in  normal  times  runs  W  years,  and  you  would 
thus  have  here  a  30-year  bond  issue  maturing  10  years  before  the 
expiration  of  the  grant.  So  far  so  good,  but  how  is  that  30-year  bond 
issue  going  to  be  taken  care  of  unless  it  can  be  refunded  by  another 
issue  at  the  end  of  that  term,  and  who  is  going  to  buy  the  refunding 


424  WATER   POWER. 

bonds  under  the  uncertain  conditions  which  would  exist  in  respect 
to  the  term  of  duration  of  the  new  license  in  case  the  property  is  not 
recaptured  at  the  expiration  of  the  original  grant? 

Nobody  is  going  to  buy  into  a  lawsuit.  If  this  provision  of  the 
bill  be  amended  to  read  that  if  the  Government's  right  of  recapture 
is  not  exercised  at  the  expiration  of  the  original  50-year  license, 
subsequent  licenses  shall  be  granted  for  periods  of  not  less  than  50 
years,  or  for  periods  of  not  less  than  30  years,  since  we  are  discussing 
30-year  bond  issues,  the  thing  would  in  my  opinion  be  feasible  be- 
cause then  there  would  be  no  room  left  for  a  lawsuit  on  this  point 
and  no  possibility  of  the  otherwise  very  grave  danger  of  lapse  of  title 
pending  the  outcome  of  this  lawsuit.  You  can  not  ask  a  man  to  buy 
a  bond  bringing  him  5  per  cent  interest  where  his  title  may  go  into 
a  law  suit.  Why  should  he  go  into  a  situation  of  this  kind  ?  He  has 
everything  to  lose  and  nothing  to  gain. 

I  have  here  three  letters  which  my  house  happens  to  have  received 
less  than  10  days  ago  from  small  investors  in  different  parts  of  the 
country  bearing  on  a  very  analogous  point  which  I  would  like  to 
read  to  you.  They  are  very  brief,  but  I  think  they  will  illustrate  to 
you  forcibly  this  constant  apprehension  which  exists  in  the  minds 
of  the  investors  and  which  exists  very  justly,  being  the  product  of 
bitter  past  experience,  with  reference  to  not  having  an  absolutely 
clean-cut  franchise  situation,  and  in  connection  with  the  water-power 
bill  you  must  bear  in  mind  that  the  point  which  we  are  discussing 
would  affect  not  only  the  franchise  situation  but  would  go  into  the 
even  more  fundamental  question  of  title  itself. 

This  letter  is  in  reference  to  a  small  issue  of  $750,000  bonds  of  the 
Chicago  &  West  Towns  Railway  Co.,  a  suburban  road  out  of 
Chicago,  the  bond  issue  being  for  only  about  25  per  cent  of  the 
physical  value  of  the  property.  This  man  is  the  president  of  a  small 
trust  company,  at  Washington,  Pa.  He  savs,  "  Your  announcement 
received  relating  to  the  Chicago  &  West  Towns  Railway  Co.  The 
letter  of  the  president  of  the  company  states  that  the  company's 
franchises  extend  beyond  the  maturity  of  these  bonds.  The  bonds 
mature  as  I  understand  on  September  1,  1920.  These  facts  sugge^ 
to  my  mind  an  inguirj/  as  to  hoio  long  after  maturity  will  the  fran^ 
chise  last.  If  soon  after^  the  career  of  the  railroad  company  might 
terminate  suddenly^  and  if  the  bonds  remain  unpaid  what  security 
will  the  hondholders  have?'^'* 

Then  T  have  another  letter  from  Johnstown,  N.  Y.,  dated  March 
15,  in  reference  to  the  same  company.  This  letter  says,  "  I  received 
a  circular  from  you  to-day  in  regard  to  the  first  mortgage  bonds  of 
the  Chicago  &  West  Towns  iRailwav  Co.,  and  telegraphed  you  to-day 
as  follows:  'Circular  received:  will  take  three  thousand  Chicago  & 
West  Towns  Railway  bonds,'  which  telegram  is  now  confirmed, 
provided  the  franchises  air  satisfactory  to  me.  You  say  the  fran- 
chises extend  beyond  the  maturity  of  these  bonds.  Unless  they  ex- 
tend at  Uast  fve  years  beyond  the  matvi^ity  of  these  bonds  I  would 
not  irant  them,  and  w'dl  aJik  you  to  concel  my  order.  Please  let  me 
know  about  the  franchises." 

Then  I  have  a  letter  from  another  man,  in  reference  to  another 
compam\  and  he  says,  "  I  understand  the  franchise  is  perpetual.  Am 
T  correct  ?  '* 
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These  letters,  which  came  in  to  us  merely  incidentally  in  the  course 
of  a  week's  oruinary  business,  illustrate  the  tremendous  importance 
which  investors  attach  to  a  cledn-cut  franchise  situation,  to  say  noth- 
ing of  what  their  feelings  would  be  on  the  even  more  fundamental 
question  of  title.  As  I  have  already  stated,  the  feeling  of  investors 
in  this  respect  is  by  no  means  founded  on  sentiment,  but  on  actual 
bitter  experience.  When  you  have  a  property  bonded  w^ll  within 
its  physical  value,  jou  can  as  a  rule  bring  it  successfully  through 
the  average  franchise  controversy  or  litigation,  but  even  w^hen  the 
property  is  being  successfully  brought  through  and  we,  from  our 
personal  knowledge  of  the  intrinsic  values  there,  feel  that  the  ulti- 
mate outcome  of  the  situation  is  bound  to  be  w  ithout  detriment  to 
our  bondholders,  there  is  nevertheless  an  interim  of  possibly  one  to 
five  years  during  which  the  settlement  is  being  thrashed  out,  in  which 
interval  the  price  of  the  bonds  in  the  market  may  drop  to  a  level 
where  the  bondholder  has  a  30  to  40  per  cent  loss  on  his  investment. 
Those  who  hold  on  where  a  controversy  of  this  kind  arises  in  a  situ- 
ation which  is  otherwise  sound  usually  come  out  all  right,  but  there 
are  always  some  poor  fellows  who  have  to  sell  through  necessity  and 
others  who  can  not  be  restrained  from  selling  on  account  of  fright, 
and  these  poor  fellows  naturally  have  to  suffer  a  heavy  loss. 

We  have  been  through  a  situation  of  that  kind  comparatively  re- 
cently, where  a  street  railway  franchise  which  had  been  considered 
in  the  opinion  of  some  of  the  best  counsel  in  the  country  to  be  ])er- 
petual,  was  nevertheless  ruled  by  the  courts  to  have  expired.  Our 
bonds  were  well  wuthin  the  value  of  the  property  and  the  ultimate 
outcome  of  the  controversy  was  that  we  got  102J  for  the  bonds,  but 
the  poor  fellow  who  had  to  raise  money  by  selling  his  bonds  within 
the  interval  of  the  controversy  had  to  stand  a  heavy  los^.  People 
will  not  go  through  these  things.  They  do  not  havt  to.  There  are 
too  many  other  propositions  around  which  are  clean-cut. 

I  know  of  a  case  of  an  electric  light  and  power  and  street  railway 
cotnpany  in  which  the  street  railway  franchise  expired,  and  they 
have  gon^  along  for  six  years  and  have  not  yet  been  able  to  obtain 
from  the  city  a  new  franchise  under  which  any  real  financing  on  the 
street  railway  end  of  the  property  could  be  done.  The  electric  light 
and  power  property  of  that  company,  which  is  operated  under  fran- 
chises unlimited  in  time,  was  alone  worth  practically  the  entire 
amount  of  the  bond  issue  that  was  recently  made  against  it,  and  the 
net  earnings  of  the  electric  light  and  power  business  alone  amounted 
to  more  than  one  and  a  half  time3  the  annual  interest  on  the  bonds, 
but  the  company  nevertheless  recently  had  to  pay  altogether  over 
10  per  cent  to  induce  money  to  be  invested  because  of  the  extremely 
unfavorable  impression  which  the  still  unsettled  street  railway 
franchise  controversy  had  made  in  the  minds  of  investors.  They 
said,  "Oh,  that  is  such  and  such  a  property;  I  know  all  about  it  and 
its  franchise  troubles,  and  I  do  not  want  to  have  anything  to  do 
with  either.  What  other  bond  can  you  offer  me?"  We  were,  of 
course,  in  a  position  to  point  out  and  emphasize  the  fact  that  the 
bond  issue  w-as  practically  altogether  against  the  electric  light  and 
power  end  of  the  property,  which  had  franchises  unlimited  in  time, 
nut  w-e  had  to  convince  people  that  it  was  all  right.  Some  investors, 
of  course,  we  couldn't  convince — they  would  simply  say  that  they 
would  not  consider  buying  into  a  situation  that  had  to  be  explained 


426  WATEB  POWEB. 

since  there  were  so  many  situations  around  that  didn't.  Selling  that 
bond  issue  was  the  hardest  kind  of  work  straight  through,  and  the 
ver}'  low  price  at  which  the  bonds  had  to  be  offered  to  investors  and 
other  factors  made  this  money  cost  the  company  about  IJ  per  cent 
per  annum  more  than  it  would  if  the  company  had  had  a  clean-cut 
franchise  situation. 

The  Chairman.  Your  company  would  not  be  worth  anything,  so 
far  as  the  starting  of  a  new  enterprise  is  concerned.  I  understood 
you  to  say  you  will  not  buy  bonds  for  construction  purposes. 

Mr.  Krautiioff.  That  is  right.  The  owners  of  the  properties  as 
a  rule  have  to  finance  them  during  the  construction  stages.  Occa- 
sionally this  is  done,  as  in  the  case  of  the  Mississippi  Power  Co.,  by 
the  «ale  of  construction  bonds  carrjnng  a  stock  bonus,  but  w^e  would 
not  touch  any  bonds  like  that,  and  we  do  not  recommend  them  to 
l)eople. 

The  (^iiAiKMAN.  These  gentlemen  who  start  a  water  power  have 
to  go  on  the  market  to  sell  bonds,  before  they  can  go  ahead  and  build 
these  construction  works? 

Mr.  IvRAUTHOFF.  If  they  develop  a  water  power  which  is  supple- 
mental to  a  property  already  in  existence,  it  makes  a  difference.  If 
you  have  a  property  that  is  already  earning  a  return  and  has  an 
established  market  for  its  power,  and  has  earnings  of  say  twice  the 
interest  on  the  bonds  proponed  to  be  issued,  we  would  be  willing  to 
consider  handling  such  a  bond  issue,  because  what  we  w^ould  be  loan- 
ing on  is,  in  very  substantial  part,  what  is  there  already,  although  the 
money  raised  would  be  employed  for  new^  water-power  construction. 

The  Chairman.  It  merely  supplements  wiiat  is  there. 

Mr.  Krautiioff.  Yes.  You  will  find  no  conservative  banker  who 
will  make  a  straight  construction  proposition  the  basis  of  an  invest- 
ment-bond iesue. 

The  Chairman.  If  the  stockholder  has  paid  50  and  he  only  wants 
to  bond  his  project  for  the  other  50,  if  he  can  not  get  that,  what,  is 
the  use  of  passing  the  legislation  ? 

Mr.  Krauthoff.  It  will  be  the  junior  money  interests  that  will 
ha\'^  to  build  these  powers  and  carry  them  during  the  construction 
period. 

The  Chairman.  During  the  losing  period  ? 

Mr.  Krautiioff.  Yes,  during  a  period  for  a  substantial  portion  of 
which  not  a  dollar  will  be  earned. 

The  Chairman.  If  they  fail  during  the  10  years,  you  would  not 
loan  them  any  money  ? 

Mr.  Krauthoff.  Ten  years  is  perhaps  high.  With  intensive  work 
an  initial  development  could  probably  be  completed  under  favorable 
circumstances  within  five  years,  possibly  within  slightly  less  time. 
We  have  seen  initial  new  developments  that  were  built  within  five 
years,  and  we  have  seen  others  that  have  taken  a  great  deal  longer. 
We  have  one  property  with  which  we  are  identified  to-day  thatwe 
watched  for  eight  years  and  saw  the  component  parts  which  were 
afterwards  put  into  it  fail  for  an  investment  of  $17,000,000  of  bonds 
alone,  exclusive  of  the  stocks.  That  same  property  has  outstanding 
against  it  to-day  only  $5,500,000  of  bonds,  which  we  handle  and 
which  are  perfectly  good. 

The  Chairman.  I  understood  you  to  say  that  it  is  your  policy  not 
to  handle  construction  work  unless  it  is  supplementary? 
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Mr.  Krauthoff.  That  is  right. 

The  Chairman.  It  is  rather  hard  to  consider  it  a  going  concern 
during  the  construction  period? 

Mr.  Krauthoff.  Yes,  sir.  A  new  project  can  certainly  not  be 
considered  as  a  going  concern  during  the  construction  period.  Of 
course,  these  companies  have  their  own  straight  banking  connec- 
iions  and  arrangements  to  help  them  out  with  the  construction  finar.c- 
ing,  looking  forward  to  the  time  when  they  can  fund  a  sulj^tan- 
tial  portion  of  these  expenditures  through  a  bond  issue.  This  is 
incidentally  one  of  the  reasons  why  it  is  essential  that  water  powers 
of  this  kind  be  developed  in  strong  hands. 

Mr.  Ferris.  Where  do  the  water  power  people  get  the  initial 
money?  Where  do  they  get  the  money  to  start  with?  Wliat  banlccrs 
will  let  them  have  the  construction  and  engineering  money  at  the 
start  ?    Who  furnishes  the  money  for  that  ? 

Mr.  Krauthoff.  Part  of  it  is  usually  furnished  through  their 
straight  banking  connections  just  referred  to.  Part  of  it  they  have 
10  furnish  themselves  out  of  their  capital,  which  is  continually  being 
turned  over. 

For  instance,  say  a  company  starts  out  to  develop  a  water  poAver 
and  has  $5,000,000  capital  temporarily  available  for  the  project.  The 
water  power  is  developed  and  carried  through  its  initial  stages  to 
a  point  where  they  are  able  to  sell  a  bond  issue  on  it  and  thereby  get 
back  a  portion  of  their  initial  investment.  That  portion  of  the  invest- 
ment they  thus  got  back  would  be  immsdiately  available  for  expendi- 
ture upon  the  development  of  some  other  power. 

Mr.  Ferris.  How  long  has  your  firm  been  loaning  money  on  uiiter 
power? 

Mr.  Krauthoff.  Our  first  water  power  loan  goes  back  to 
before  1900. 

Mr.  Ferris.  What  was  the  length  of  the  bonds  on  which  you  loaned 
money;  what  was  the  tenure  of  the  bonds? 

Mr.  Krauthoff.  Twenty-five  or  thirty  years,  as  a  rule. 

Mr.  Ferris.  You  have  been  loaning  along  from  1900  up  to  the 
present  time? 

Mr.  Krauthoff.  Yes. 

Mr.  Ferris.  How  much  have  you  loaned,  all  told,  on  water  p(»M'er? 

Mr.  Krauthoff.  I  should  say,  including  all  companies  that  have 
water  powers  in  them,  between  '$250,000,000  and  $300,000,000. 

Mr.  Ferris.  What  was  the  longest  tenure  of  any  bonds  you  took? 

Mr.  Krauthoff.  I  do  not  recollect  exactly,  but  not  beyond  30  years, 
I  should  say,  on  a  predominantly  water  power  proposition. 
•  Mr,  Ferris.  What  was  the  shortest  tenure  of  the  bonds  you  took? 

Mr.  Krauthoff.  The  shortest  was  one  year. 

Mr.  Ferris.  What  was  the  highest  rate  you  received  in  interest  ? 

Mr.  Krauthop'f.  You  mean  the  face  rate? 

Mr.  Ferris.  Yes. 

Mr.  Krauthoff.  The  highest  face  rate  has  been  7  per  cent.  That 
has  happened  only  within  the  past  six  months. 

Mr.  Ferris.   How  much  bonus  did  you  get  besides  this  rate  ? 

Mr.  Krauthoff.  It  was  not  a  bonus,  but  fair  compensation  for 
hir^hly  vital  services  rendered. 

Mr.  Ferris.  What  premiums  or  discounts  did  you  get  ? 
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Mr.  Krauthoff.  That  would,  in  a  way,  be  telling  trade  secrets,  but 
I  assure  you  it  was  nothing  unreasonable. 

Mr.  Ferris.  If  you  have  any  objection  to  stating  that  amount,  I 
will  not  press  the  question. 

Mr.  Krauthoff.  I  have  no  objection  to  answering  the  question 
without  referring  to  specific  cases.  Roughly,  our  gross  compensation 
usually  ranges  somewhere  between  2i  and  6  points,  depending 

Mr.  Ferris.  When  you  say  6  points  you  mean  6  per  cent? 

Mr.  Krauthoff.  Six  per  cent,  which  would  be  distributed  over  a 
period  of  years.  Six  is  the  highest  and  should  be  considered  as  a  very 
rare  instance.  Our  gross  compensation  averages  considerably  lower, 
to  say  nothing  of  our  net  compensation. 

Mr.  Ferris.  That  was  the  highest  amount  of  premiums  or  dis- 
counts, and  you  say  that  the  highest  on  the  face  of  the  bonds  was  7 
per  cent? 

Mr.  Krauthoff.  I  would  not  consider  a  7  per  cent  face  rate  as  a 
criterion,  because  that  was  under  abnormal  war  conditions.  Prior  to 
our  entry  into  the  war  the  face  rate  on  high-grade  public  utility 
bonds  was  rarely  above  5  per  cent.  To  say  the  highest  face  rate  was  7 
per  cent  would  give  you  a  wrong  impression,  unless  you  took  into 
consideration  the  fact  that  that  was  under  present  abnormal  condi- 
tions. 

Of  course,  you  also  have  in  mind  that  in  the  case  of  nearly  all 
Icng-term  5  per  cent  public- utility  bond  issues,  the  bond  house's  com- 
pensation is  only  a  part  of  the  discount  on  the  bonds.  In  other  words, 
say  the  bonds  to  attract  investors  have  to  be  offered  to  them  at  90, 
here  is  a  10-point  discount  right  there  in  addition  to  the  bond  house's 
compensation  on  the  purchase.  Even  under  favorable  market  condi- 
tions the  average  5  per  cent  public-utility  bond  to  attract  investors 
has  to  be  offered  them  at  a  price  considerably  under  par. 

Mr.  Ferris.  You  have  loaned  from  $250,000,000  to  $300,000,000  on 
water-power  securities  from  the  year  1900  up  to  the  present  time,  and 
1  asked  you  what  face  rate  you  charged  and  what  additional  pre- 
miinns  or  discounts  you  charged  in  addition  to  that. 

Mr.  Krauthoff.  We  do  not  charge  a  rate;  the  rate  is  paid  to  the 
investor.    We  do  not  get  anything  from  the  investor  out  of  that. 

Mr.  Ferris.  You  are  the  investor? 

Mr.  Krauthoff.  No,  sir ;  we  are  merchants. 

Mr.  Ferris.  Your  clients  are  the  investors? 

Mr.  Krauthoff.  That  is  right. 

Mr.  Ferris.  What  do  the  commissions,  the  face  rate,  the  deduc- 
tions, and  the  discounts  from  all  sources  that  the  operator  pays 
amount  to  as  the  greatest  sum  and  the  smallest  sum,  on  these  loans? 

Mr.  Krauthoff.  I  would  hesitate  to  answer  that  offhand.  I  have 
not  in  my  head  exact  figures  as  to  either  of  the  two  extremes  concern- 
ing which  you  inquire. 

Mr.  Ferris.  Can  you  not  estimate  what  that  would  be? 

Mr.  Krauthoff.  I  would  not  want  to  do  that  without  checking  it 
up  frcm  actual  records. 

Mr.  Ferris.  Your  firm  are  bond  merchants? 

Mr.  Krauthoff.  Absolutely. 

Mr.  Ferris.  You  buy  bonds  and  sell  them? 

Mr.  Krauthoff.  We  buy  entire  issues,  outright.  If  a  company 
ha3  a  $5,000,000  bond  issue  that  it  wants  to  sell  and  that  we  are 
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willing  to  buy,  we  buy  those  bonds  outright  and  retail  them  to 
investors. 

Mr.  Ferris.  Then  why  is  it  you  can  not  state  what  these  water- 
power  people  who  propose  to  put  up  these  plants  have  to  pay,  what 
rate  they  have  to  pay,  what  thev  have  to  pay  by  way  of  interest,  com- 
missions, and  deductions,  or  what  is  the  fair  average  rate  they  have 
to  pay  on  this  $250,000,000  or  $300,000,000  that  your  company  have 
handled  ?     You  know  what  they  have  to  pay,  do  you  not  ? 

Mr.  Krauthoff.  I  would  not  be  able  to  give  you  the  exact  average 
figures  offhand,  without  checking  it  up. 

Mr.  Ferris.  You  would  be  able  to  tell,  approximately,  would  you 
not?      ^ 

Mr.  Krauthoff.  I  do  not  like  to  talk  approximately  about  a  thing 
like  that.  The  average  price  over  that  period  of  years,  I  should  say, 
which  includes  a  large  percentage  of  years,  namely,  those  prior  to 
fibout  1910,  when  money  was  easier  and  cheaper  to  obtain — I  should 
sav  the  price  averaged  about  5 J  per  cent;  possibly  somewhat  more. 

^r.  Ferris.  You  would  say  that  the  actual  amount  that  a  devel- 
oper of  water  power  paid  in  interest,  in  commissions,  in  everything 
he  had  to  pay  during  the  life  of  his  bond,  prior  to  the  war,  roughly 
estimated,  was  about  5^  per  cent  ? 

Mr.  I&AUTiioFF.  Ye3;  about  5 J  per  cent  would  be  a  fair  rough  esti- 
mate, I  should  say.  Since  about  1910,  and  in  fact  since  as  far  back 
as  1903,  the  interest  rate  has  been  mounting  steadily. 

Mr.  Ferris.  It  has  been  higher? 

Mr.  Krauthoff.    Yes;  it  has. 

Mr.  Ferris.  What  has  the  rate  been  since  1910,  roughly? 

Mr.  Krauthoff.  Boughly,  I  would  say  up  to  the  war  it  would 
figure  probably  nearer  G  per  cent. 

Mr.  Ferris.  That  is  the  face  of  the  bonds,  and  that  includes  any 
commissions  or  discounts  or  bonuses  they  would  have  to  pay  to  get 
the  bonds  sold;  and  you  would  say  that  they  paid  6  per  cent? 

Mr.  Krauthoff.  I  would  say,  roughly,  between  5J  and  6  per  cent. 

Mr.  Ferris.  What  have  they  paid  since  the  war? 

Mr.  Krauthoff.  That  would  be  cruel  to  mention. 

Mr.  Ferris.  What  bond  companies,  if  you  know,  are  making 
junior  or  initial  loans  to  enable  these  water-power  developments  to 
construct  plants  and  carry  on  developments? 

Mr.  Krauthoff.  What  bond  people? 

Mr.  Ferris.  Yes. 

Mr.  Krauthoff.  I  do  not  know  of  any  exclusively  bond  people 
who  are  doing  that. 

Mr.  Ferris.  Do  you  know  of  anybody  who  is  doing  it? 

Mr.  Krauthoff.  The  big  banking  institutions  generally  advance 
the  part  of  the  money  which  is  not  carried  by  the  original  stock- 
holders. 

Mr.  Ferris.  What  security  do  they  have?  They  have  the  fran- 
chise and  the  integrity  and  the  honesty  of  the  development? 

Mr.  Krauthoff.  I  am  sure  that  these  people  do  not  loan  much  on 

franchises. 

Mr.  Ferris.  What  do  they  loan  on?  What  security  do  they  have 
for  the  initial  money  that  is  given?    What  security  have  they? 

Mr.  Krauthoff.  They  have  the  floating  debt,  which  comes  ahead 
of  the  stock. 
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Mr.  Ferris.  What  security  can  they  give  other  than  the  franchises 
that  they  own? 

Mr.  IvRAUTHOFF.  They  would  give  security.  The  way  the  big 
banking  interests  ti?  up  their  money,  you  would  find  they  probably 
had  in  effect  a  lien  on  everything  that  was  ^oing  up,  and  that  part 
that  had  not  already  gone  up  would  be  cash  m  their  own  hands.  Of 
course,  their  aim  is  to  be  taking  few  chances. 

Mr.  Ferris.  They  would  allow  no  money  to  go  out  that  was  not 
actually  put  into  the  project? 

Mr.  Krautiioff.  That  is  it. 

Mr.  Ferris.  But  even  so,  they  would  have  to  have  somebody's 
security  for  that? 

Mr.  Krauthoff.  Surely ;  to  a  limited  extent. 

Mr.  Ferris.  That  would  be  the  franchise? 

Mr.  Krauthoff.  No  ;  I  would  not  say  they  lend  on  a  franchise.  I 
would  not  lend  a  dollar  on  a  franchise. 

Mr.  Ferris.  Are  all  of  the  bonding  companies  as  conservative  as 
your  company  is? 

Mr.  Krauthoff.  Absolutely  they  are  not,  sir. 

Mr.  Ferris.  A  great  many  of  them  do  that,  do  they  not? 

Mr.  Krauthoff.  I  do  not  believe  that  any  reputable  house  would 
do  that. 

Mr.  Ferris.  Have  you  loaned  money  on  revocable  permit  projects? 

Mr.  Krauthoff.  We  have  loaned  money  on  a  few  projects  involv- 
ing to  a  very  small  extent  the  revocable  permit  feature,  but  onlv 
when  the  revocable  permit  portion  of  the  property  was  such  a  small 
percentage  of  the  entire  project  that  it  was  negligible,  say  5  per  cent 
or  loss. 

Mr.  Ferris.  You  mean  you  would  only  loan  5  per  cent  of  the  total 
unproven  value  of  the  project  on  a  revocable  permit? 

Mr.  Krauthoff.  No. 

Mr.  Ferris.  Then  what  is  your  statement  in  reference  to  that? 

Mr.  Krauthoff.  Where  the  property  is  on  a  revocable  permit  alto- 
gether, we  do  not  loan  at  all.  But  where  the  property  is  in  small 
part  on  a  revocable  permit  that  part  can  not  exceed,  say,  5  per  cent 
of  the  value  of  the  whole. 

Mr.  Ferris.  Where  only  5  per  cent  of  the  total  investment  was  on 
a  revocable  permit,  you  loan  money;  but  where  there  is  more  than 
that  von  do  not  loan  at  all? 

Mr.  Krauthoff.  Exactly  5  per  cent  is  perhaps  an  arbitrary  figure, 
but  the  2:cneral  impression  conveyed  to  you  is  the  correct  one. 

Mr.  Ferris.  You  do  not  loan  at  all  until  the  proposition  is  a 
going  concern? 

Mr.  Krauthoff.  Absolutely  not. 

Mr.  Ferris.  And  it  must  have  demonstrated  its  ability  to  be  a  going 
concern  ? 

Mr.  Krauthoff.  That  is  right. 

Mr.  Ferris.  Then  what  interest  have  you  in  this  lepslation  at  all? 
You  do  not  take  any  chances,  and  you  do  not  propose  to  take  any 
chances. 

Mr.  Krauthoff.  I  wish,  above  all,  to  make  it  entirely  clear  that  we 
have  no  direct  personal  interest  in  this  legislation.  Plenty  of  other 
business  has  come  to  us  in  the  past  without  it  and  plenty  would  como 
in  the  future.    The  standpoint  I  wish  to  have  my  remarks  construed 
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as  being  from  is  solely  that  of  the  investor,  and  I  am  appearing  here 
to-day  at  the  request  of  Mr.  Merrill,  chief  engineer  of  the  Forest 
Service,  Department  of  Agriculture,  solely  with  the  purpose  of 
laying  these  matters  before  you  from  the  viewpoint  of  the  investor. 
You  must  bear  in  mind  that  if  these  projects  are  going  to  be  financed 
at  all  in  any  broad  and  ultimate  sense,  it  can  only  be  through  having 
bonds  on  tliese  properties  salable,  through  houses  like  my  own,  to 
the  conservative  investing  public.  While  it  is  true  that  we  would 
not  in  any  case  finance  the  initial  construction  stages  of  any  new  and 
nonsupplemental  development,  the  initial  development  of  such  u 
project  is,  after  all,  a  very  small  thing  as  compared  with  the  develop- 
ment and  extensions  which  will  follow  it. 

Mr.  Ferris.  Why  do  you  say  it  is  a  very  small  thing  when  you  say 
you  will  not  lend  a  dollar  on  it? 

Mr.  Krauthoff.  I  mean  small  from  an  economic  standpoint. 

Mr.  Ferris.  I  do  not  understand  that. 

Mr.  Krauthoff.  The  initial  development  rarely  assumes  real  eco- 
nomic importance  prior  to  the  building  of  extensions.  As  soon  as  it 
gets  a  nucleus  and  has  an  established  business  to  build  on,  then  we 
will  bond  its  extensions  as  fast  as  they  will  put  them  up,  subject  of 
course  to  compliance  with  the  terms  of  our  mortgage.  On  a  large 
water  power  we  will  sav  there  is  a  total  authorized  issue  of  $100,- 
000,000  bonds,  of  which 'the  initial  issue  is  $4,000,000  of  bonds.  The 
original  property  would  of  course  have  to  be  worth  well  in  excess 
of  the  $4,000,000  initial  bond  issue  and  have  satisfactory  earning 
power;  then  we  would  allow  the  company  to  get  out  from  time  to 
time  additional  bonds  of  the  $96,000,000  reserved  bonds  for  75  or  80 
per  cent  of  its  cash  expenditures  for  extensions  and  additions,  pro- 
vided the  net  earnings  continued  to  amount  to  say  twice  the  interest 
on  all  bonds  already  outstanding  plus  those  proposed  to  be  issued. 

Mr.  Ferris.  Your  original  statement  was  that  you  probably  would 
not  loan  at  all  until  the  proposition  had  been  going  5  or  10  years, 
and  of  course  inside  of  that  it  would  be  a  complete  project  and  past 
the  initial  stage. 

Mr.  Krauthoff.  They  do  not  begin  to  be  complete  projects  in  any 
broad  sense  in  5  or  10  years.  A  great  many  companies  have  been 
going  longer  than  that  and  are  still  in  an  early  stage  of  their  d^ 
velopment  from  the  standpoint  of  their  ultimate  future.  Some  of 
them  would  take  10  years  before  they  are  good  enough  for  us  to 
look  into.  But  other  concerns  may  reach  that  stage  in  5  years,  ox 
possibly  less. 

Mr.  Ferris.  You  think  they  ought  to  be  permitted  to  have  the 
50-year  term  and  that  they  ought  to  be  made  certain  and  sure  as  to 
the  tenure  that  would  follow,  ranging  from  30  to  50  years? 

Mr.  Krauthoff.  Yes,  sir;  of  the  tenure  of  the  subsequent  licenses 
if  the  property  is  not  recaptured  at  the  termination  of  the  original 
license. 

Mr.  Ferris.  Is  not  that  a  pretty  big  jump,  from  a  revocable  per- 
mit, which  may  be  revoked  at  any  time,  to  a  term  of  from  80  to  100 
years?    Is  not  that  asking  Congress  to  take  a  long  jump? 

Mr.  Krauthoff.  I  think  Congress  desires  to  take  the  jump  from 
an  existing  measure  that  never  was  and  never  would  be  workable  to 
one  that  will  be,  and  it  is  no  use  to  jump  half  way.    I  am  speaking 
from  a  bond  standpoint. 
63983— 18— PT 1 28 


432  WAXES  rowEB. 

Mr.  Ferris.  The  longest  term  you  have  ever  loaned  money  has 
been  for  30  years? 

Mr.  Krautiioff.  Yes ;  as  I  recollect  it,  on  a  predominantly  water- 
power  project. 

Mr.  Ferris.  Why  do  you  think  it  is  necessary  to  grant  a  franchise 
three  times  of  the  length  of  the  bonds  you  propose  to  buy  or  sell? 

Mr.  Krauthoff.  I  would  want  the  term  of  the  original  license  to 
be  50  years.  That  is  all  right  as  it  stands.  But  I  would  want  it 
definitely  provided  that  the  term  of  the  subsequent  licenses  should 
be  not  less  than  30  years  each,  subject  of  course  to  the  right  of  recap- 
ture by  the  United  States  or  its  licensee  at  the  termination  of  the 
original  license  or  of  any  of  the  subsequent  licenses. 

Mr.  Ferris.  You  do  not  think  the  Congress  of  the  United  States 
is  going  to  grant  an  80  or  a  100  year  franchise,  do  you? 

Mr.  Krauthoff.  It  is  not  that. 

Mr.  Ferris.  It  amounts  to  that. 

Mr.  Krauthoff.  I  beg  your  pardon.  By  the  end  of  50  years  the 
Government  will  have  had  those  50  years  within  which  to  "  size  up  " 
the  property  from  the  standpoint  of  deciding  whether  it  is  desirable 
from  the  Government  standpoint  for  it  to  exercise  its  right  of  recap- 
ture. These  50  years  should,  in  my  opinion,  be  ample  time  for 
definite  judgment  to  be  formed  on  this  point.  If  then  the  Govern- 
decides  that  it  wants  to  buy  the  property,  let  it  buy  it.  If  on  the 
other  hand  they  do  not  want  to  buy  it,  it  seems  to  me  obviously  unfair 
to  the  licensee  and  to  its  bondholders  for  the  Government  to  sav: 
"  While  we  realize  that  you  can  rot  finance  adequately,  if  at  all,  on  a 
new  short-term  license  and  while  we  have  not  elected  to  buy  your 
property  after  having  had  50  years  to  study  it,  we  may  change  our 
mind  in  that  respect  in  1  year  more,  so  you  will  have  to  take  your 
chances.''  Such  conditions  would  not  only  be  grossly  unfair  but 
would  in  my  opinion  be  from  a  practical  standpoint  unworkable. 

Mr.  Ferris.  Even  under  the  50-year  license  in  the  original  bill, 
you  would  have  to  have  two  bond  issues. 

Mr.  Krauthoff.  Surely  you  would,  but  you  would  not  be  able  to 
sell  the  second  one,  and  consequently  would  not  be  able  to  finance 
the  payment  of  the  first  one.    That  is  the  trouble. 

Mr.  Ferris.  Why  are  you  asking  the  Government  to  grant  a 
franchise  on  a  water-power  site  longer  than  any  bonding  house 
will  agree  to  loan  money  on  ? 

Mr.  Krauthoff.  What  do  you  mean  when  you  say  longer  than 
it  would  agree? 

Mr.  Ferris.  There  are  no  50-year  water-power  bonds  in  existence 
now? 

Mr.  EIrauthoff.  There  are  a  verj^  few  of  them. 

Mr.  Ferris.  But  there  are  no  water  powers  in  existence  that  old? 

Mr.  Krauthoff.  When  you  speak  of  a  50-year  bond,  I  think  of 
it  as  one  that  runs  50  years  to  its  maturity. 

Mr.  Ferris.  There  are  no  water-power  bonds  in  existence,  or  none 
proposed  to  run  50  years,  are  there? 

Mr.  Krauthoff.  I  would  not  say  that  I  think  there  probably  are, 

Mr.  Ferris.  Do  you  know  of  any? 

Mr.  Krauthoff.  Not  off  hand,  but  I  think  I  could  possibly  find 
several. 

Mr.  Ferris.  On  fee-title  property? 
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Mr.  Krauthoff.  Yes ;  I  would  not  be  surprised  to  find  that  the 
Montana  Power  Co.  has  some.  In  fact,  I  am  practically  positive 
that  the  Montana  Power  Co.  has  one  50-year  unaerlying  bond  issue. 

Mr.  Ferris.  They  own  most  of  their  properties  in  feei 

Mr.  Krauthoff.  Surely. 

Mr.  Ferris.  They  own  most  all  of  the  water  power  in  Montana? 

Mr.  Krauthoff.  A  very  large  part  of  it  that  is  developed,  I  under- 
stand. 

Mr.  Ferris.  Can  you  tell  us  what  percentage  ? 

Mr.  Krauthoff.  No  ;  I  am  not  personally  familiar  with  the  Mon- 
tana Power  Co.  except  in  a  very  general  way. 

Mr.  Ferris.  Have  you  made  any  loans  for  them  ? 

Mr.  Krauthoff.  No,  sir. 

Mr.  Ferris.  Do  you  nave  any  money  in  Montana  at  all  ? 

Mr.  Krauthoff.  We  have  made  municipal  loans  there  and  have 
handled  bonds  of  railroads  travei-sing  the  State. 

Mr.  Ferris.  Your  company  does  not  loan  money  at  all  on  these 
propositions;  it  only  buys  and  sells? 

Mr.  Krauthoff.  We  do  not  do  a  banking  business.  Our  diarter 
is  not  a  banking  charter. 

Mr.  Lever,   iou  are  commission  merchants? 

Mr.  E^RAUTHOFF.  No ;  because  we  have  to  buy  outright. 

Mr.  Lever.  You  are  wholesale  merchants? 

Mr.  Krauthoff.  Yes;  wholesale  merchants,  but  not  commission 
merchants,  for  the  reason  that  we  have  to  buy,  and  when  we  buy 
we  take  full  liability,  and  if  we  can  not  sell  readily,  we  either  have 
to  allow  our  capital  to  become  tied  up  or  take  a  loss. 

Mr.  Lever.  You  buy  outright  and  sell  at  retail  ? 

Mr.  Krauthoff.  We  buy  outright  and  pay  cash  and  sell  at  retail 
for  cash.  If,  as  happended  when  our  entry  into  the  war  became 
imminent  overnight,  we  have  large  blocks  of  bonds  on  hand  the 
market  for  which  drops  out  from  under  us,  we  are  hurt,  and  we  are 
hurt  badly.    That  is  when  we  wish  we  were  commission  merchants. 

The  Chairman.  You  have  a  greater  margin  of  profit  than  what 
would  be  considered  interest  on  a  good  debt.  Your  house  has  to  have 
fiomething  more  than  mere  interest? 

Mr.  Krauthoff.  You,  of  course,  have  in  mind  that  in  the  usual 
issue  of  bonds,  the  bond  house's  compensation,  together  with  any 
other  discounts,  is  prorated  over  a  long  period  of  years. 

The  Chairman.  But  you  could  not  put  up  your  expenses,  your 
overhead  charges  and  then  get  nothing  more  than  the  interest  that 
a  national  bank  would  get  on  an  ordinary  loan? 

Mr.  Krauthoff.  No,  sir. 

The  Chairman.  In  one  case  it  is  interest,  and  in  the  other  it  is 
business  profit.  That  is  what  you  are  doing  business  for  and  conse- 
quently you  do  not  loan  money  at  all,  and  you  do  not  propose  to  buy 
property  until  you  know  it  is  good  property? 

Mr.  Krauthoff.  Our  attitude  toward  cur  clients  is  in  many  re- 
spects that  of  a  trustee,  and  if  anything  does  happen  we  go  right 
through  with  it  for  our  bondholders,  without  charge  for  our  services. 
We  follow  our  bond  issues  right  through  from  the  time  we  first  sell 
them  until  the  principal  is  paid  at  its  maturity.     Our  clients  all 
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realize  this  and  this  realization  on  their  part  is  undoubtedly  one  of 
the  strongest  of  our  good-will  assets. 

The  Chairman,  iou  are  talking  about  attractive  investments. 
You  mean  that  a  client  comes  to  you,  for  instance,  and  says,  "  I  have 
$100,000  and  I  want  you  to  buy  me  some  good  bonds."  Ycu  look 
around  and  find  something  that  you  can  recommend  to  him  as  a  good 
investment,  and  you  buy  something  which  you  consider  a  good  in- 
vestment ? 

Mr.  Krauthoff.  No,  sir;  we  have  our  own  "approved"  list  of 
bonds  and  we  usually  have  a  wide  assortment  of  these  bonds  on  hand. 
We  only  recommend  bonds  on  our  own  "  approved  "  list,  which  means 
bonds  that  we  have  personally  investigated  and  that  conform  in  all 
respects  to  our  standards. 

The  Chairman.  Only  bonds  that  you  have  purchased  outright, 
and  which  you  have  investigated? 

Mr.  Krauthoff.  That  is  right. 

The  Chairman.  Then  you  are  not  looking  out  for  somebody  else, 
you  are  looking  out  for  a  good  customer.  \  ou  are  looking  out  to  see 
what  is  a  good  proposition,  you  are  looking  out  first  to  see  where  you 
can  buy  bonds  cheapest,  and  second,  where  you  can  sell  them  highest? 

Mr.  Krauthoff.  I  do  not  think  we  would  get  very  far  with  that 
policy. 

The  Chairman.  You  say  you  buy  them  straight  out? 

Mr.  Krauthoff.  We  buy  them  straight  out.  But  we  never  try  to 
go  below  what  we  consider  to  be  fair  from  the  standpoint  of  the 
company,  and  a  house  would  not  live  very  long  in  the  business  if  it 
pursued  a  policy  materially  different  from  that. 

The  Chairman.  I  do  not  mean  that  you  buy  them  cheap,  by  a  trick 
of  the  trade.  You  mean  you  buy  a  bond  that  would  be  cheap  because 
of  the  character  of  the  bond  while  for  another  bond  you  might  pay 
90  cents  on  the  dollar,  that  ycu  would  be  regarding  yourselves  as 

?food  and  attractive  a  proposition  as  the  first  bond,  and  you  sell  it  at 
ess  than  par,  and  perhaps  sell  the  other  at  a  premium. 

Mr.  Krauthoff.  What  you  have  in  mind,  if  I  understand  you 
correctly,  is  true. 

The  Chair3ian.  The  investment  banker  is  really  dealing  in  these 
kinds  of  things  not  as  a  man  who  loans  money  for  interest  at  all- 
Mr.  Krauthoff.  He  is  an  expert  who  in  effect  acts  in  a  fiduciary 
capacity  for  a  large  clientele. 

Mr.  ftAKER.  You  are  not  acting  in  a  fiduciary  capacity  for  any- 
body ;  you  try  to  get  the  bonds  below  par,  and  if  you  can  get  them  for 
90  or  95  you  can  sell  them  at  a  profit. 

Mr.  Krauthoff.  The  price  at  which  we  are  willing  to  buy  any  par- 
ticular issue  of  bonds  is  of  course  governed  directly  by  the  price  at 
which  we  estimate  we  can  sell  them. 

Mr.  Eaker.  But  that  is  the  real  situation. 

Mr.  Krauthoff.  Yes,  sir;  but  the  fiduciary  capacity  in  which  we 
act  in  rospcct  to  our  clients  is  no  less  real. 

Mr.  Baker.  And  you  are  then  figuring  you  have  to  sell  that  bond, 
bocauso  you  buy  it  and  own  it,  and  when  you  sell  it  you  sell  it  to  get 
something  above  par. 

Mr.  Krauthoff.  Not  something  above  par,  but  something  above 
the  price  at  which  we  bought  it  at  wholesale. 
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Mr.  Baker.  It  is  like  a  fellow  buying  a  steer.  He  will  buy  him  as 
cheaply  as  he  can,  and  sell  him  for  as  much  as  he  can  get.  When 
jou  buy,  you  will  buy  on  a  low  market,  so  that  when  you  sell  you 
make  a  profit  there,  and  so  you  make  a  profit  at  both  ends. 

Mr.  Krauthoff.  What  do  you  mean  by  that? 

Mr.  Baker.  You  get  it  cheap  and  sell  it  high. 

Mr.  Krauthoff.  There  is  only  one  profit,  and  that  is  an  entirely 
reasonable  one.  Of  course,  too,  you  must  liKewise  bear  in  mind  that 
it  is  our  policy  to  look  over  that  steer  with  the  utmost  care  before 
we  recommend  its  purchase  to  our  customer,  and  that  if  at  any  time 
after  we  have  sold  it,  it  should  become  sick  for  any  reason,  we  act 
as  veterinary  until  it  is  cured  and  send  in  no  bill  to  its  owner  for 
our  services. 

Mr.  Baker.  Exactly;  and  you  look  over  this  property;  is  that  not 
ri^ht  f 

Mr.  Krauthoff.  Yes,  sir. 

Mr.  Baker.  And  you  observe  the  market,  so  that  you  can  sell 
your  bonds  at  the  most  favorable  time? 

Mr.  Krattthoff.  We  observe  the  market  before  buying  the  bonds, 
as  we  only  buy  with  the  idea  of  selling  immediately,  and  the  sooner 
wc  succeed  in  selling  an  issue  which  we  have  bought,  the  better  we  are 
pleased. 

Mr.  Baker.  I  have  been  wondering  where  your  firm  has  an  interest 
in  this  legislation. 

Mr.  Krauthoff.  I  have  already  explained  that  we  are  not  di- 
rectly interested  in  this  legislation.  My  one  purpose  in  appearing 
here  is  to  lay  before  you  the  fact  that  as  the  bill  now  stands  proper- 
ties could  not  be  developed  thereunder  by  the  sale  of  bonds  to  the 
consenative  investing  public  by  houses  such  as  mine.  It  is  by  the 
sale  of  such  bonds  that  these  projects  will  ultimately  have  to  be 
financed  if  thev  are  to  be  financed  on  anv  broad  and  economic  basis 
at  all.  If  these  matters  are  not  in  shape,  the  projects  simply  can 
not,  in  my  opinion,  be  financed  in  that  manner — which  means,  in 
effect,  that  they  can  not  be  financed  at  all  on  any  basis  which  a  com- 
pany could  possibly  afford  to  pay. 

Mr.  Baker.  As  I  understood  it,  your  statement  was  that  you  will 
not  handle  them  unles-s  the  term  is  50  years,  and  vou  will  not  loan 
any  money  on  bonds  of  the  first  issue,  because  it  has  to  be  a  going 
concern.  The  properties  may  have  run  10  years,  and  the  second 
issue  may  run  for  30  years,  and  then  you  would  buy  them  because 
there,  is  10  years  longer  for  them  to  run.  You  would  have  10  years 
beyond  the  expiration  of  your  bond-bearing  institution  to  run. 

Mr.  Krauthoff.  I  do  not  quite  understand  you  there. 

Mr.  Bakfr.  If  thev  issue  the  second  issue  of  bonds  for  30  years. 
So,  under  all  the  conditions  you  presented  it  must  be  a  perfectly  good 
proposition  in  order  to  be  successfully  financed? 

Mr.  Krauthoff.  How  are  you  going  to  take  care  of  the  30-year 
issue  ? 

Mr.  Baker.  You  have  no  interest  in  those  after  30  years. 

Mr.  Krauthoff.  We  do  not  put  out  anything  knowing  in  advance 
that  we  would  not  undertake  to  refund  it. 

Mr.  Baker.  I  do  not  get  that  point.  You  buy  and  get  a  legal 
title,  and  you  sell  and  give  a  legal  title,  and  then  you  are  ended. 
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Mr.  Krauthoff.  We  have  just  begun.  If  we  ended  there  we  would 
ourselves  probably  have  been  ended  a  long  time  ago.  When  we  put 
out  an  issue  of  bonds,  we 

Mr.  Eaker  (interposing).  If  there  is  a  loss  on  those  bonds,  you  do 
not  pav  it,  do  you  ? 

Mr.  IvRAUTHOFF.  No,  sip ;  we  do  not  pay  it 

Mr.  Raker.  But  you  look  out  after  him  as  an  attorney  looks  after 
a  client,  to  see  that  his  business  is  properly  conducted,  and  if  there 
is  a  loss,  and  the  bonds  fall  below  par,  and  you  sold  them  above  par, 
you  do  not  refund  the  difference  ? 

Mr.  Krauthoff.  No;  but  if  such  a  loss  occurred  due  to  our  being 
unwilling  to  handle  the  refunding  issue  for  reasons  which  were  al- 
ready in  existence  at  the  time  we  sold  the  original  issue  to  our  clients, 
these  clients  would  certainly  be  justified  in  considering  that  we  were 
shortsighted,  to  out  it  mildly. 

The  Chairman.  By  refunding  do  you  mean  you  buy  the  bonds 
back  for  them  ? 

Mr.  Krauthoff.  Other  bonds  are  issued  to  retire  them  at  maturity. 

The  Chairman.  In  other  words,  you  trade  again  with  the  same 
man. 

Mr.  Baker.  You  mean  having  made  a  profit  when  you  buy  the 
bond,  and  having  made  a  profit  when  you  sell  it,  you  would  like  to 
keep  this  customer  so  that  at  the  end  of  30  years  you  can  give  him 
another  set  of  bonds;  is  that  not  right? 

Mr.  Krauthoff.  There  is  onljr  one  profit  We  hope  to  sell  him 
many  other  bonds  of  different  issues  in  between.  We  will  say  he 
holds  the  original  issue  for  30  years,  until  its  maturity,  and  when 
the  the  30  years  are  up  if  it  is  not  paid,  he  asks  us  why  not.  Suppose 
we  answer  him  by  saying  that  his  bond  is  not  being  paid,  because 
we  are  not  willing  to  undertake  the  handling  of  the  refunding  issue. 
He  immediately  wants  to  know  why  not.  We  would  then  have  to 
tell  him  that  it  was  because  the  company's  original  license  had  only 
10  years  left  to  run  and  the  matter  of  the  duration  of  any  subse- 
quent license  that  might  be  granted  was  absolutely  uncertain.  To 
this  he  will  undoubtedly  reply — ^"  But  you  knew  that  this  would  b© 
the  case,  didn't  you,  when  you  sold  me  the  original  bonds?"  As 
previously  stated,  we  will  not  recommend  bonds  to  our  clients  for 
investment  where  we  feel  that  the  chances  are  that  we  will  be  unable 
to  handle  the  refunding  issue. 

Mr.  EscH.  Suppose  your  contention  about  an  extension  of  30 
years  beyond  the  termination  of  the  50-year  period  is  correct.  Your 
first  issue  would  mature  35  or  40  years  after  issuance,  depending 
upon  the  period  of  time  for  ultimate  construction. 

Mr.  Krauthoff.  That  is  right. 

Mr.  Esch.  Supposing  the  first  series  mature  35  or  even  40  3'ears 
after  the  project  was  started,  then  you  refund  and  put  out  another 
issue  of  30-year  bonds.  That  would  carry  you  10  or  15  years  beyond 
the  50-year  period  originally  granted. 

Mr.  Krauthoff.  That  is  right. 

Mr.  EscH.  What  will  you  do  then,  because  your  extension  is  only 
30  years  long  and  there  would  be  only  15  years  left 

Mr.  Krauthoff  (interposing).  That  would  hardly  be  correct 
The  bill  even  as  it  now  stands  reads  in  the  plural :  "  Licenses  for  sub- 
sequent periods  of  such  duration.'' 
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Mr.  Haugen.  Your  suggestion  is  not  to  extend  the  time  to  a  cer- 
tain period,  but  to  extend  it  in  periods  of  30  or  40  years. 

Mr.  Krauthoff.  That  is  right. 

Mr.  Haugen.  And  make  it  a  long  proposition,  extensions  without 
end. 

Mr.  Kbaxtthoff.  The  Government  would  always  have  its  recap- 
ture and  adjustment  rights. 

Mr.  Haugen.  You  eliminate  that,  because  you  have  perpetual 
ownership. 

Mr.  Lever.  How  does  the  rate  on  a  short-term  bond  compare  with 
the  rate  on  a  long-term  bond? 

Mr.  Krauthoff.  That,  a  little  bit,  depends  on  market  conditions. 

Mr.  Lever.  Market  conditions  being  equal,  and  the  security  being 
equal. 

Mr.  Krauthoff.  Under  any  but  very  adverse  market  conditions, 
long-term  bonds  can  be  floated  at  a  materially  lower  rate  to  the  com- 
pany than  short-term  bonds. 

The  Chahiman.  Than  long-term  bonds? 

Mr.  Krauthoff.  I  thought  to  have  said  long-term  bonds  than 
short-term  bonds. 

Mr.  Baker.  Under  the  same  conditions? 

Mr.  Krauthoff.  Yes. 

Mr.  Lever.  How  does  the  rate  on  a  short-term  bond  compare  with 
the  rate  on  a  long-term  bond,  the  security  being  equal,  or  on  the  same 
property  ? 

Mr.  Krauthoff.  You  must  bear  in  mind  that  the  rate  which  a  com- 
pany really  has  to  pay  for  money  is  not  determined  by  the  face  rate 
which  the  bond  bears  but  by  the  face  rate  plus  the  discounts  prorated 
over  the  duration  of  the  loan.  This  is  the  primary  reason  whv  a 
short-term  bond  is  a  very  much  more  expensive  vehicle  of  finance  than 
the  long-term  bond  because  you  have  to  amortize  your  discounts  and 
when  you  amortize  a  4  per  cent  discount,  for  instance,  on  a  2-year 
bond,  that  4  points  can  be  distributed  only  over  the  2-year  life  of  the 
bond,  whereas,  say,  a  15-point  discount  on  a  30-year  hond  would  be 
distributed  over  the  whole  30  years,  and  that  would  mean  only  one- 
half  of  a  point  a  year,  while  the  other  would  mean  2  full  points  a 
year. 

Answering  your  question  directly,  short-term  bond  financing  is 
conducted  at  a  materially  greater  cost  to  the  company  than  long-term 
bond  financing. 

Mr.  Lever.  Your  interest  in  this  matter  comes  with  the  refunding 
period  more  than  with  the  initial  period? 

Mr.  Krauthoff.  With  the  initial-investment  bond-issue  period 
and,  looking  toward  the  future,  with  the  refunding  period. 

Mr.  Lever.  Your  proposition  is  that  the  refunding  period  is  really 
the  period  of  the  development  and  extension  of  the  work,  more  than 
the  development  of  the  work. 

Mr.  Krauthoff.  Extensions  will  be  constructed  right  along  for 
many  years  before  the  refunding  period  is  reached. 

Mr.  Lever.  That  is  true. 

Mr.  Krauthoff.  And  important  subsequent  extensions  will  have 
to  be  financed  in  large  part  through  the  sale  of  bonds  of  the  refund- 
ing issue. 

Mr.  Lever.  Else  you  would  not  need  any  refunding  at  all. 
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Mr.  KRAUTHorF.  No,  that  is  not  correct,  sir. 

Mr.  Lever.  The  purport  of  my  question  is  to  develop  whether  or 
not  the  rate  on  the  refunding  would  be  higher  on  a  short  proposition 
than  on  a  long-term  proposition.  In  other  words,  would  it  be  easier 
to  finance  or  refund  a  long-term  refunding  proposition  than  a  short- 
term  refunding  proposition?  I  think  you  have  answered  the  ques- 
tion when  you  say  that  a  short-term  bond  is  much  more  difficult  to 
finance  than  a  long-term  bond. 

Mr.  Krauthoff.  Yes;  it  is  a  much  more  expensive  method  of 
financing. 

Mr.  Lev-er.  You  are  not  appearing  before  the  committee  to  argue 
for  a  perpetual  license? 

Mr.  Krauthoff.  No ;  I  had  no  such  idea. 

Mr.  Lever.  Your  argument  is  that  this  refunding  policy  should  be 
a  definite  certain  policy,  whatever  it  might  be,  for  10  years. 

Mr.  Krauthoff.  Ten  years  is  tco  short,  for  the  reason  that  a  man 
does  not  want  to  hold  a  bond  going  over  one  or  more  of  the  readjust- 
ment periods,  because,  for  instance,  in  the  case  of  one  of  two  com- 
panies the  conditions  of  the  new  license  may  be  adjusted  amicably, 
while  in  the  other  they  may  be  the  subject  of  a  law  suit.  The  investor 
has  no  way  of  knowing  in  advance  which  one  of  these  two  companies 
his  bond  may  be  on,  and  he  would  very  probably  elect  to  take  no 
chances  and  would  accordingly  withhold  his  funds  from  both. 

Mr.  Lever.  In  your  experience  as  a  bond  merchant,  would  it  hz 
possible  to  refund  the  bonds  of  a  company  that  has  been  running 
50  year3  under  the  terms  of  this  bill,  if  the  renewable  license  was  to 
be  a  revocable  proposition  ? 

Mr.  Kraui'iioff.  No,  sir. 

Mr.  Lever.  You  could  net  refund  them  at  all? 

Mr.  Krauthoff.  I  think  you  would  probably  have  to  foreclose; 
that  is,  if  conditions  at  that  time  are  what  they  are  now  and  what 
they  have  been  in  the  past. 

Mr.  Lever.  That  would  result,  of  course,  in  the  absolute  stopphig 
of  development? 

Mr.  Krauthoff.  Yes,  sir.  The  further  development  of  properties 
which  are  in  situations  of  that  kind  naturally  stops,  as  their  bonds 
and  other  securitie3  immediately  become  unsalable  to  the  investing 
public. 

Mr.  Lever.  You  said  in  answer  to  some  of  Mr.  Fcrris's  questions 
that  you  are  not  interested  in  the  junior  investment. 

Mr.  Krauthoff.  No^  sir. 

Mr.  Lever.  The  initial  investors  are  usually,  in  companies  of  this 
kind,  and  most  other  corporations,  either  suckers  or  optimists  or 
those  who  just  believe  in  the  development  of  the  company  and  come 
in  because  they  are  speculators  ? 

Mr.  Krauthoff.  No,  sir;  I  do  not  think  that  is  entirely  correct. 
I  think  they  are  not  only  often  public  spirited,  but  that  the  wisest 
ones  are  far  from  making  many  serious  mistakes.  It  is,  however, 
entirely  out  of  our  line  of  bu3iness,  which  is  the  investment  of  funds 
of  the  man  who  in  normal  times  wants  5  to  5J  per  cent  and  hb 
principal  sure. 

Mr.  Lever.  Really,  as  a  matter  of  fact,  these  men  are  usually  men 
who  are  bulls  on  their  country,  who  are  betting  on  the  future  of  their 
country  ? 
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Mr.  Krauthoff.  Yes,  sir. 

Mr.  Haugen.  In  response  to  one  of  Mr.  Lever's  questions,  you  said 
you  were  not  contendirg  for  a  perpetual  lease. 

Mr.  Krautiioff.  This  is  correct ;  I  am  not,  sir. 

Mr.  Hacgen.  If  your  suggestion  is  carried  out,  it  means  exactly 
the  same  thing,  if  it  is  to  be  renewed. 

Mr.  Kraxtphoi-t.  Is  it  not  very  different,  when  at  each  renewal  the 
conditions  of  the  new  license  are  those  which  the  Government  may 
at  that  time  prescribe?  .  . 

Mr.  Haugen.  I  understood  you  were  contending  for  some  provision 
to  make  at  mandatory  to  renew  the  lease  for  a  certain  period. 

Mr.  Krautiioff.  For  a  certain  minimum  period. 

Mr.  Haugen.  Tliat  makes  it  perpetual  ? 

Mr.  Krauthoff.  No,  sir. 

Mr.  Haugen.  When  the  30  years  are  up? 

Mr.  Krauthoff.  No,  sir,  the  Government  would  have  the  privi- 
lege of  recapture  or  of  readjustment  of  conditions  at  the  termina- 
tion of  each  subsequent  license  just  as  it  had  at  the  termination  of  the 
original  license. 

Mr.  Haugen.  Eliminating  the  recapture? 

Mr.  Krauthoff.  I  say,  no;  the  right  of  periodical  readjustment 
would  remain  even  if  the  right  of  recapture  were  eliminated,  al- 
though as  a  practical  matter  I  do  not  see  how  the  right  of  recapture 
can  be  eliminated  as  it  is  directly  embodied  in  the  bill. 

Mr.  Haugen.  When  -that  is  eliminated  it  means  perpetual  owner- 
ship. 

Mr.  Krauthoff.  When  you  eliminate  the  recapture  and  the  read- 
justment provisions  of  the  bill,  you  have,  to  my  mind,  an  entirely 
different  bill. 

Mr.  Haugen.  I  think  it  is  generally  agreed  that  there  will  not 
be  any  recapture;  I  do  not  think  anybody  thinks  the  Government 
is  going  to  take  any  of  these  plants  over. 

Sir.  Krautiioff.  According  to  my  judgment  as  a  bond  man,  I 
would  seriously  question  whether  in  50  years  a  good  many  States 
or  municipalities  would  not  recapture  under  the  licensee  provisions 
of  the  bill.    The  present  trend  is  in  that  direction. 

Mr.  Haugen.  If  the  Government  takes  it  over,  you  get  your  money. 

Mr.  Kr/'^tthoff.  Or  if  the  Government's  licensee  takes  it  over. 
But  the  fellow  who  gets  only  5  per  cent  on  his  money  has  no  right 
to  assume  that  property  will  necessarily  be  recaptured.  What  he 
wants  to  know^  is  where  he  will  stand  il  it  isn't  recaptured.  He  is 
certainly  entitled  to  have  his  bond  made  safe  in  either  contingency. 
Mr.  Haugen.  Under  your  suggestions  when  would  it  terminate, 
if  you  put  it  in  terms  of  30  years?  Ten  times  30  years  would  be 
300  years. 

Mr.  Krauthoff.  It  would  terminate  whenever  the  recapture  was 
effected. 

Mr.  Haugen.  If  there  is  no  recapture. 

Mr.  Krauthoff.  Then  the  original  license  would  terminate  at  the 
end  of  60  years  and  the  subsequent  licensee  would  terminate  at  the 
end  of  each  30  years,  and  there  would  be  no  lapse  of  title. 
Mr.  Haugen.  And  also  guarantee  to  renew  it  for  30  years. 


440  WATEB  POWEB, 

Mr.  Kkautiioff.  What  objection  is  there  to  that  since  the  condi- 
tions of  each  renewal  are  to  be  prescribed  by  the  Government? 

Mr.  Haugen.  That  makes  perpetual  ownership. 

Mr.  IChauthoff.  I  can  not  agree  with  you  there,  sir,  for  the  reasons 
I  have  already  stated. 

The  Chairman.  I  want  to  ask  a  question  that  I  hope  is  a  practical 
question.  You  are  going  to  buy.  let  us  say,  $5,000,000  of  bonds  of 
some  concern.  I  am  supposing  that  that  bond  issue  is  secured  by  a 
lien  or  a  mortgage  upon  the  property  behind  it  and  that  there  is 
what  is  considered  a  safe  m:;rgin  of  value  to  protect  you  in  buying 
the  bonds  in  the  difference  between  the  value  of  the  property  and 
the  face  value  of  the  bonds. 

Mr.  Krauthoff.  Or  a  property  which  has  satisfactory  earning 
power,  a  satisfactory  franchise  situation,  and  which  is  satisfactory 
from  a  bond  standpoint  in  other  important  respects,  I  would  Fay 
you  could,  as  a  rule,  safely  loan  up  to,  say,  80  per  cent  of  the  physical 
value  as  determined  by  our  own  engineer.  Of  course,  the  greater 
your  margin  of  physical  property,  the  better  intrinsically  your  bond 
usually  is. 

The  Chairman.  I  understood  j^ou  to  say  you  never  loan  anything 
on  franchises. 

Mr.  Krauthoff.  We  do  not  lend  on  franchises,  but  if  the  fran- 
chises are  not  satisfactory,  we  do  not  lend  at  all.  The  franchise 
situation  happens  to  be  one  of  the  things  that  has  to  be  satisfactory 
or  the  business  is  not  a  good  one  to  go  into.  What  we  lend  against 
is  physical  value,  established  earning  power,  of  course,  also  being 
essential. 

The  Chairman.  And  current  earnings  are  the  basis 

Mr.  Krauthoff  (interposing).  As  a  general  rule,  a  public-utility 
company's  net  earnings,  to  meet  our  requirements,  have  to  be  at  least 
twice  the  amount  of  the  annual  interest  on  our  bonds. 

The  Chairman.  If  all  these  things  are  satisfactory,  you  would  not 
loan  beyond  80  per  cent  ? 

Mr.  Krauthoff.  No  ;  not  as  a  rule,  and  often  a  good  deal  less  than 
that.     Precisel}^  80  per  cent  is,  of  course,  an  arbitrary  figure. 

The  Chairman.  And  50  per  cent  would  be  still  better,  would  it 
not? 

Mr.-  Krauthoff.  Yes,  sir.  We  have  a  few  issues  for  only  about  25 
per  cent  or  even  less  than  that. 

The  Chairman.  At  the  best  there  must  be  some  money  put  in  over 
and  above  the  issue  of  the  bonds,  or  the  bonds  are  not  marketable  ? 

Mr.  Krauthoff.  Not  by  reputable  houses.  A  substantial  junior 
investment  in  a  property  back  of  its  bonds  is  regarded  as  essential. 

The  Chairman.  What,  in  practice  and  in  application,  does  under- 
writing by  a  house  like  yours  mean  ? 

Mr.  Krauthoff.  Underwriting  has  several  different  branches. 
Here  is  a  concrete  example  of  perhaps  the  most  common  one :  Sup- 
pose a  company  wants  to  sell  an  is^ue  of  $2,000,000  worth  of  con- 
vertible bonds  to  its  stockholders.  The  company  wants  to  be  sure  of 
getting  the  money,  but  at  the  same  time  wants  to  give  its  stockholders 
the  privilege  of  subscribing  to  the  bonds,  which  were  co^isidered  at- 
tractive, probably  largely  on  account  of  their  convertible  feature. 
The  company  can  not  be  absolutely  sure,  however,  of  its  ability  to  get 
the  stockholders  to  take  all,  or  possibly  any,  of  the  bonds.    The  com- 
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Eany  therefore  goes  to  a  banking  house  and  says:  " In  case  the  stock- 
olders  do  not  take  these  bonds,  will  you  take  them?  Will  you  un- 
derwrite them  £0  that  we  may  be  sure  of  effecting  the  sale?  "  The 
bnnker,  in  this  case  acting  as  an  underwriter,  we  will  say,  answers 
"  Yes  5 1  will  underwrite  the  issue  for  such  and  such  an  underwriting 
commission." 

The  Chairman.  You  guarantee  to  sell  them  at  a  certain  price? 

Mr.  Krauthoff.  You  guarantee  to  buy  them  at  a  certain  price  if. 
the  sale  to  the  stockholders  does  not  go  through.  If  that  sale  does 
go  through,  you  merely  get  your  underwriting  commission  and  the 
transaction  as  far  as  you  are  concerned  is  ended.  If.  however,  it 
does  not  go  through,  you  have  to  buy  the  bonds  yourself  at  the 
underwriting  price  agreed  upon.  Underwriting  is  where  you  guar- 
antee that  a  company  will  get  a  definite 

Mr.  Lever  (interposing).  And  charge  for  the  guarantee. 

Mr.  Krauthoff.  And  charge  for  the  guarantee,  which  involves 
at  all  times  full  liability. 

The  Chairman.  You  buy  with  credit  for  a  fixed  price  and  sell  for 
cash  or  any  other  way,  and  take  your  chances. 

Mr.  Krauthoff.  That  is  not  quite  correct,  sir ;  if  in  an  underwrit- 
ing we  have  to  buy  at  all,  we  buy  for  cash  and  of  course  sell  for  cash. 
Or  course,  until  it  is  determined  whether  or  not  it  will  be  necessary 
for  us  to  take  up  our  underwriting,  the  company  is  relying  upon  our 
credit  in  the  sense  that  it  is  relying  upon  our  ability  to  make  good 
our  guarantee  if  called  upon  to  do  so. 

The  Chairman.  In  other  words,  it  is  a  business  transaction. 

Mr.  Krauthoff.  Yes,  sir. 

Mr.  Haugen.  It  is  really  a  contract  to  purchase  at  a  fixed  price. 

Mr.  Krauthoff.  It  is  a  contract  to  purchase  at  a  fixed  price,  if 
necessary,  only  the  idea  of  underwriting  implies  that  the  securities 
will  in  all  probability  be  placed  elsewhere  and  you  will  not  be  called 
upon  to  take  up  your  underwriting.  The  contrary,  how^ever,  hap- 
pens not  altogether  infrequently. 

Mr.  Lever.  It  is  another  word  for  insurance. 

Mr.  Krauthoff.  Yes,  sir;  it  is  financial  insurance. 

Mr.  La  Follettf.  From  your  study  of  this  bill,  do  you  think  it 
the  bill  were  passed  your  company  would  be  willing  to  finance  any 
of  these  corporations,  if  the  bill  should  not  be  amended,  but  passed 
in  its  present  form. 

Mr.  Krauthoff.  I  do  not  think  so ;  no,  sir. 

Mr.  La  Follette.  For  the  reasons  you  have  already  discussed,  and 
because  the  amendments  you  have  suggested  are  not  included  in  the 
bill? 

Mr.  Krauthoff.  Yes;  and  I  would  be  almost  positive  of  that  be- 
cause we  would  be  feeling  that  we  would  be  sewing  ourselves  up  in  a 
pocket.  Actual  trouble  might  not  coma  for  years,  but  the  way  the 
bill  now  stands  it  would  inevitably  come  some  day. 

Mr.  La  Follette.  Your  idea  in  coming  before  the  committee  as 
an  interested  party  is  on  the  assumption  that  a  firm  which  has  lasted 
for  37  years,  and  hopes  to  last  for  370  years  more,  has  got  to  look  into 
the  future,  and  you  want  to  be  prepared  for  the  great  development 
that  is  going  to  take  place  in  the  country,  you  want  to  be  prepared 
to  take  part  in  it,  and  not  have  to  change  your  present  way  of  con- 
servative business  dealings? 
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Mr.  Krauthoff.  That  is  right,  excepting  that,  regardless  of 
whether  the  bill  went  through  in  its  present  form  or  w^as  suitably 
amended,  w'e  would  not  deviate  from  our  present  business  methods. 
If  the  bill  should  go  through  unamended  in  the  two  fundamental 
points  which  I  have  discussed  here  to-day,  it  would  simply  mean  that 
my  house  and,  I  assume,  other  similar  houses  would  be  unwilling  to 
undertake  any  bond  financing  under  it.  Although  I  came  here  as 
a  disinterested  party,  I  came  with  the  idea  that  I  could  lay  the  37 
years  of  our  experience  with  investment  bonds  and  with  the  invest- 
mg  public  before  you,  upon  which  experience  our  opinion  that  the 
bill  is  nonworkable  as  it  now  stands  is  directly  based.  The  attitude 
of  investors  on  matters  of  this  kind  is  very  well  illustrated  by  those 
letters  which  I  read  to  you,  two  of  which  came  to  us  in  a  single  day 
about  a  single  company.  And  those  letters  were  about  franchises  alone, 
while  this  is  in  reality  a  case  of  both  franchises  and  titles.  We  think 
it  would  be  a  shame  to  have  the  bill  go  through  with  these  two 
amendments  left  out,  because  they  are 'amendments  which,  in  so  far 
as  I  can  see,  can  work  no  conceivable  harm  to  the  Government,  and 
which  would  protect  the  conservative  investing  public  on  funda- 
mental points  in  respect  to  which  they  are  eminently  entitled  to  pro- 
tection. 

The  Chairman.  Have  you  studied  the  Senate  biU  that  passed  the 
Senate  last  year,  known  as  the  Shields  bill?    Have  you  examined  ill 

Mr.  Krauthoff.  In  a  very  general  way  a  long  time  ago. 

The  Chairman.  I  mean  from  the  investors'  standpoint. 

Mr.  Krauthoff.  Yes. 

The  Chairman.  Have  you  examined  it  sufficiently  to  pass  on  it  and 
compare  the  provisions  of  that  bill,  if  it  should  be  passed  without 
amendment,  with  the  provisions  of  this  proposed  substitute  bill,  if 
this  bill  should  be  passed  without  amendment,  as  to  the  relative  de- 
sirability of  investments  under  the  one  or  the  other? 

Mr.  Krauthoff.  As  far  as  the  relative  desirability  goes,  I  woidd 
hesitate  to  express  any  final  opinion,  as  it  is  a  long  time  since  I  read 
the  other  bill  and  so  many  other  matters  have  engaged  my  attention 
since  then  that  I  do  not  retain  in  mind  an  entirely  clear  impression 
of  all  the  provisions  of  that  bill.  My  offhand  impression  is,  however, 
that  the  present  is  basically  infinitely  the  better  bill. 

The  Chairman.  You  think  the  proposed  substitute  is  infinitely 
bettor  from  the  standpoint  of  the  investors — ^that  is,  the  proposed 
substitute  unamended — than  the  Shields  bill,  which  has  already 
passed  the  Senate  twice,  if  it  were  passed  unamended? 

Mr.  Krautiioff.  Infinitely  is,  in  reality,  much  too  strong  a  w^ord, 
and  I  would  like  to  withdraw  it.  But  I  have  to  use  the  word  rela- 
tively because  the  present  bill  as  it  stands,  without  amendment,  is, 
in  my  opinion,  unsatisfactory  from  the  standpoint  of  the  investor 
in  the  fundamental  respects  which  I  have  mentioned. 

Mr.  Krauthoff.  That  has  the  same  vital  defects,  namely,  entire 
uncertainty  as  to  the  time,  and  absence  of  protection  as  to  the  reason- 
ableness of  the  conditions  of  subsequent  licenses ;  also  possibly  other 
defects  which  I  do  not  recall. 

The  Chairman.  So  either  one  of  these  bills,  according  to  your 
statement,  unamended,  would  not  accomplish  the  purpose  for  which 
we  are  endeavoring  to  legislate? 

Mr.  Krauthoff.  It  would  not. 
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The  Chairman.  It  would  not  induce  private  capital  to  invest  ? 

Mr.  Krautiioff.  It  would  not. 

The  Chairman.  If  neither  one  of  them  was  amended,  you  would 
pronounce  sentence  upon  both  of  them? 

Mr.  Krauthoff.  I  would,  from  the  standpoint  of  the  nonfeasi- 
bility  of  selling  investmemnt  bonds  on  any  project  developed  under 
either  bill,  unamended  in  the  provisions  which  I  cited. 

Mr.  Raker.  The  Ferris  bill,  in  section  5,  provided 

that  upon  not  less  than  three  years'  notice,  which  may  be  issued  at  any  time 
lifter  live  years  immediately  prior  to  the  expiration  of  any  lease  under  this  act, 
the  United  States  shall  have  the  rlpht  after  the  expiration  of  the  iease  to  take 
over  the  properties  which  are  dependent,  In  whole  or  in  part,  for  their  useful- 
nei^s  on  the  contiiuuince  of  the  lease  herein  provided  for,  and  which  may  liave 
been  acquired  by  any  lessee  acting  under  the  provisions  of  this  act, 

and  so  forth. 

Supposing,  that  instead  of  making  that  3  years  and  5  years,  it  was 
made,  say,  10  years  and  8  years.  Would  that  not  answer  all  the  ob- 
jections you  have  made? 

Mr.  Krauthoff.  No,  sir;  it  would  not,  for  the  reason  that  the 
question  is  still  left  entirely  undetermined  as  to  what  would  be  the 
position  of  the  then  bondholder  in  case  the  Government  did  not  take 
over  the  property  at  the  expiration  of  the  lease.  The  same  old  ques- 
tion remains  of  how  will  his  loan  be  refunded  in  that  contingency. 

Mr.  Kaker.  It  has  been  in  my  mind  to  ask  the  other  witnesses 
about  that.  With  the  bonds  running  30  or  40  years,  then  if  you  com- 
mence proceedings  within  10  years  of  the  expiration  of  the  term,  the 
Government  would  know  what  it  is  going  to  do  at  the  end  of  the 
term,  and  the  lessee  would  know  what  he  is  going  to  do  at  the  end  of 
the  term,  and  the  new  body  would  know  what  he  is  going  to  do,  and 
the  public  would  know  that  your  bonds  would  be  in  shape  so  that  new 
bonds  could  be  prepared  and  so  that  you  could  readjust  your  business 
and  go  on  for  20  or  30  years  more  under  such  conditions  as  might  be 
fixed,  and  everybody  would  be  actually  protected. 

That  means  that  within  5  years  before  the  expiration  of  the  term 
you  must  commence  to  do  business  and  at  the  end  of  3  years'  notice 
must  have  been  given  that  the  Government  is  going  to  take  it  over. 
The  lessee  knows  he  is  not  going  to  get  it.  If  the  Government  does 
not  give  this  notice  within  10  years,  8  years  before  the  expiration,  or 
the  lessee  within  that  time  comes  with  notice  that  he  will  go  on  under 
the  same  terms,  would  you  not  be  in  a  better  position  to  protect  the 
bondholders  and  the  Government  get  better  conditions  relative  to 
the  new  lease,  so  that  everybody  would  know  just  what  was  what? 

Mr.  Krauthoff.  Speaking  from  a  bond  standpoint,  I  am  not 
worrying  so  much  about  the  conditions  I  would  get  from  the  Gov- 
ernment in  my  subsequent  licenses,  if  the  bill  is  amended  to  insure 
a  fair  return  on  the  net  investment  under  the  subsequent  licenses.  I 
am  worrying  about  their  terms  of  duration. 

Mr.  Kaker.  Would  not  this  fix  the  terms  for  the  remaining  time, 
so  that  he  would  know  that  he  would  have  at  least  20  or  30  years  for 
the  next  period,  whoever  got  it,  namely  the  Government  or  the  State 
or  the  city  or  the  municipality,  or  the  original  lessee,  or  some  third 
party?  There  are  five  different  parties  that  can  take  it  at  the  end 
of  tiie  term.  I  am  much  impressed  with  the  argument  that  there 
ought  to  be  a  definite,  fixed  term  after  the  expiration  of  the  first 
term. 


444  WATEB  POWER. 

Mr.  Krauthoff.  If  I  understand  you  correctly  to  mean  definite, 
fixed  terms  of  duration,  then  I  have  made  the  point  with  you  that 
it  was  my  endeavor  to  make. 

Mr.  Kaker,  The  lease  does  expire,  the  term  does  end.  You  can 
fix  new  conditions,  you  have  a  new  lease,  you  have  a  new  deal,  and 
with  that  new  deal  a  new  man  you  can  deal  with  for  the  protecti(» 
of  the  Government.  Still  your  lease  is  not  indeterminate  to  start 
with,  it  is  not  revocable,  but  you  have  a  fixed  period. 

Mr.  Krauthoff.  Yes ;  a  60-year  period  for  the  original  lease  and 
80-year  periods  for  subsequent  leases,  if  any. 

Mr.  Kaker.  Either  30  years,  or  20  years,  as  the  case  might  be. 
That  is  the  whole  point  you  are  trying  to  make  to  the  committee, 
that  there  ought  to  be  a  fixed,  definite,  determined  period  for  the 
second  lease? 

Mr.  Krauthoff.  For  the  second  and  succeeding  leases,  a  fixed, 
definite,  and  determined  period  of  not  less  than  30  years  each.  Of 
course,  where  the  recapture  right  is  exercised,  there  will  be  no  second 
or  succeeding  leases.  That  was  the  point  I  desired  to  make,  that 
and  the  other,  which  I  consider  really  more  in  the  light  of  a  mere 
typographical  omission. 

Mr.  La  Foxxette.  What  is  that? 

Mr.  Krauthoff.  On  page  22,  section  16,  where  it  says  in  line  20, 
that  the  subsequent  licenses  ^^  shall  not  be  such  as  to  impair  the  net 
investment  of  the  licensee  in  said  project  or  projects."  To  this  there 
should  be  added  the  words,  "  nor  the  ability  of  the  licensee  to  earn  & 
fair  return  on  its  said  net  investment." 

The  Chairbian.  What  would  you  say  to  making  the  first  license 
period  40  years  and  30  years  for  the  second  license  period?  Then 
you  would  have  a  total  of  70  years. 

Mr.  ICrauthoff.  My  point  is  not  merely  in  respect  to  the  second 
license,  but  in  reference  to  a  minimum  30-year  period  for  each  suc- 
ceeding license.  If  you  are  going  to  let  your  title  lapse  at  the  end 
of  the  second  license,  you  are  only  postponing  the  trouble.  As  re- 
gards a  40-year  period  of  duration  for  the  first  license,  I  am  afraid 
that  would  be  a  little  bit  too  short  because  of  the  large  amount  of 
purely  development  work  they  would  have  to  do  it  in. 

The  Chairman.  A  10-year  development  period  and  a  30-year 
period  for  handling  the  bonds? 

Mr.  Krauthoff.  From  the  bond  standpoint  it  would  not  be  par- 
ticularly objectionable,  in  my  opinion;  but  I  am  afraid  it  would  be 
objectionable  from  the  standpoint  of  the  people  who  had  to  put  up 
the  junior  money.  From  the  bond  standpoint  I  do  not  think  it 
would  make  an  very  material  difference,  but  it  would  be  unreason- 
ably burdensome  on  the  other  people. 

Mr.  EscH.  Under  the  laws  of  some  States  public  utilities  are 
allowed  to  operate  under- indeterminate  permits? 

Mr.  Krauthoff.  That  is  right. 

Mr.  Escii.  Does  your  house  advance  money  to  those  utilities! 

Mr.  Krauthoff.  Yes,  sir;  to  some  of  them. 

Mr.  Esch.  You  do  not  find  there  is  any  insecurity  in  loanim! 
money  to  a  utility  that  operates  under  an  indeterminate  permit? 

Mr.  Krauthoff.  No;  we  have  not  found  that  in  out  experience  t<^ 
date.  We  had  a  little  temporary  trouble  at  one  time  with  one  or 
two,  but  we  came  out  all  right.    One  property,  I  remember,  was  con- 
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demned  for  $525,000  And  we  only  had  $424^000  bonds  outstanding 
against  it,  so  were  were  all  right,  although  it  took  some  little  time 
to  collect  the  money  for  our  bondholders. 

Mr.  EscH.  As  a  rule,  are  advances  made  to  such  utilities  safe  and 
secure  y 

Mr.  Krauthoff.  Yes;  according  to  our  experience  to  date,  and 
subject,  of  course,  to  the  loan  being  on  a  sufficiently  conservative 
basis  to  meet  our  customary  requirements. 

Mr.  Chairman,  if  there  are  no  further  questions,  I  will,  with  your 
permission,  conclude  my  remarks  by  restating  for  purposes  of  record 
the  two  amendments  which  I  have  suggested  be  incorporated  in  the 
bill.    These  suggested  amendments  are: 

First,  that  in  section  6  of  the  committee  print  as  it  now  stands, 
page  12,  lines  4  and  5  be  changed  to  read : 

Licenses  for  subsequent  periods  of  the  duration  of  not  less  than  30  yenrs 
each  nnd  under  such  other  conditions  as  may  be  prescribed  by  the  then  existing 
law  and  regulations. 

Second,  that  the  following  words  be  added  to  end  of  section  15, 
page  22,  line  21,  of  present  committee  print: 

nor  such  as  to  impair  the  ability  of  the  licensee  to  earn  a  fair  return  on  its 
said  net  investment 

The  Chairman.  Mr.  Krauthoff,  we  are  very  much  obliged  to  you 
for  your  explanation  of  the  matters  you  have  presented  to  the  com- 
mittee. 

Mr.  Krauthoff.  Mr.  Chairman,  I  appreciate  very  much  the  oppor- 
tunity of  appearing  before  the  committee,  and  I  want  to  thank  you 
all  for  your  very  kind  and  courteous  attention. 

(Thereupon,  the  committee  adjourned  to  meet  Wednesday,  March 
27,  1918,  at  10.30  o'clock  a.m.) 


House  of  Representatives, 
Committee  on  Water  Power, 

Wednesday^  March  27, 1918. 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Thetus  W.  Sims 
(chairman)  presiding. 

STATEMENT  OF  HON.  FBANKIIN  K.  LANE,  SECBETAB7  OF  THE 

INTEBIOB. 

The  Chairman.  Mr.  Secretary,  you  may  proceed. 

Secretary  Lane.  Mr.  Chairman,  I  want  to  say  just  a  word  by  way 
of  stimulus  if  I  can  in  support  of  this  measure  which  is  before  you. 
This  bill  has  a  long  history.  I  do  not  know  how  much  longer  than 
my  term  of  office,  but  I  know  the  matter  has  been  agitated  for  a  good 
many  years,  and  when  I  came  into  the  office  of  Secretary  of  the  In- 
terior I  found  that  there  were  various  bills  touching  navigable  waters 
and  permits  and  licenses  and  leases  of  the  various  kinds  of  public 
lands. 

I  took  up  with  Mr.  Ferris  and  with  Senators  Walsh  and  Myers,  and 
with  Mr.  Lenroot,  with  representatives  of  both  sides  of  the  House 
and  the  Senate,  the  matter  of  developing  one  bill  which  would  deal 
with  all  of  the  public-land  water-power  questions. 
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There  was  strong  opposition  in  some  quarters  against  any  kind  of 
leasing  system,  and,  perhaps,  a  very  considerable  portion  of  the  time 
I  have  devoted  to  this  matter  has  been  spent  in  attempting  to  convert 
Members  of  tlie  House  and  the  Senate,  who  had  notions  in  opposi- 
tion, that  the  leasing  system  was  the  only  practicable  one. 

The  Chairman.  Do  you  mean  a  leasing  system  or  a  licensing 
system  ? 

Secretary  Lane.  A  leasing  system,  such  as  it  is.  We  had  a  statute, 
and  have  still,  under  which  we  grant  revocable  permits.  The  men 
who  have  money  to  invest  in  water-power  propositions  are  not  will- 
ing to  invest  them  upon  the  hazard  of  the  digestion  of  the  Secretary 
of  the  Interior.  They  are  not  willing  to  allow  any  official  to  say 
when  the  investment  they  have  made  shall  be  thrown  to  the  winck 
The  result  has  been  we  have  stood  for  five  years,  and  for  a  great  deal 
longer,  but  for  tlie  five  years  of  which  I  know,  almost  entirely  with- 
out development   of   one  of  our  great  resources. 

Now,  it  is  not  merely  the  West  that  is  concerned  in  this.  It  is 
the  East  just  as  well.  ■  Right  now  I  can  call  your  attention  to  one 
particular  matter  that  shows  how  intimately  West  and  East  are  tied 
up  upon  just  such  a  proposition.  You  know  Mr.  John  D.  Ryan,  of 
Montana,  of  the  Montana  Power  Co.  He  has  private  rights  or  his 
company  owns  certain  dam  sites  and  other  rights  along  rivers  in 
Montana. 

I  sent  out  a  general  reauest  some  time  ago  that  the  western  min- 
erals which  had  not  been  heretofore  developed  in  very  great  quanti- 
ties, such  as  manganese  and  chrome,  should  now  be  developed  lot  the 
purpose  of  saving  ships.  We  get  manganese,  as  you  know,  from 
Brazil.  It  takes  a  very  large  tonnage.  We  import  some  800,000 
tons  a  year.  We  get  chrome  from  Africa  and  New  Caledonia.  Wo 
get  nitrates  from  Chile,  and  for  all  those  things  a  very  large  number 
of  ships  are  at  present  required,  and  it  is  widely  known,  known  to 
everybody,  whether  he  is  in  official  life  or  not,  that  the  great  and 
pressing  demand  of  this  time  is  for  tonnage.  We  are  short;  the  allies 
are  short;  short  for  the  carrying  of  nitrates  to  the  other  side  and  to 
this  side ;  short  for  the  carrying  of  pyrites  from  Spain  to  this  side ; 
short  for  the  carrying  of  manganese  from  Brazil ;  short  for  the  car- 
rying of  food  to  our  owm  boys  on  the  other  side ;  and  munitions  and 
food  for  the  allies.  And  no  matter  what  comes  out  of  this  drive, 
there  is  an  obligation  upon  us  and  the  pressure  of  necessity  make^  it 
necessary  that  we  should  supply  these  people  on  the  other  side  with 
those  things  we  have  undertaken  to  supply  them  with.  For  those 
things  we  need  ships.  We  are  an  island.  We  are  helpless,  unle^ 
we  can  get  the  bottoms  that  will  carry  the  food  and  the  ammunition 
to  the  other  side.  Mr.  Ryan  came  to  me  in  response  to  my  appeal  and 
said,  "  I  have  a  plant  in  Montana  which  will  develop  150,000  horse- 
power." That  horsepower  can  be  used  in  a  process  by  which  the  low- 
grade  manganese  ores  wc  take  out  of  the  Butte  mines  can  be  reduced, 
and  by  their  reduction  they  can  be  made  commercially  available  to  the 
plant  in  Pittsburgh.  So  that  a  plant  or  a  water  power  2,000  miles 
away  in  Montana  makes  possible  the  development  and  the  support  of 
industries  in  Pittsburgh  and  relieves  ships  that  come  all  the  way 
from  South  Africa.  Therefore,  I  say  this  water-power  proposition 
is  not  merely  one  for  the  development  of  the  West.  It  is  intimately 
tied  up  with  the  development  of  the  East. 
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When  we  took  this  matter  up  five  years  ago  we  drafted  a  bill 
which  later  became  known  as  the  Ferris  bill,  which  is  practically  the 
bill  which  was  originally  introduced  here — I  mean,  it  is  the  bill  that 
passed  the  House  twice,  I  believe,  and  it  is  the  bill  which  in  a  re- 
drafted form  was  the  original  of  the  bill  that  is  now  before  you, 
with  the  exception  that  we  were  able  to  consolidate  all  the  public 
interests;  and  under  the  Secretary  of  War,  the  Secretary  of  AgricuU 
ture,  and  the  Secretary  of  the  Interior  forming  a  commission,  leas«^ 
could  be  made  that  would  govern  the  navigable  waters  and  the  un- 
navigable  waters,  control  as  to  public  lands  and  as  to  forests.  We 
are  a  unit  for  that  scheme.  It  seems  to  me  it  is  the  most  practicable 
scheme  that  has  been  presented  to  Congress. 

I  can  not  go  into  the  details  of  the  measure,  but  the  fundamentals 
we  are  all  united  upon,  and  I  think  you  will  find  your  own  House 
and  the  Senate  in  support  of  a  measure  which  does  these  things :  Give 
a  lease  for  a  definite  term  of  years,  not  to  exceed  50  years;  give  an 
opportunity  for  the  Government  to  take  over  the  property  at  the  end 
of  that  period ;  give  an  opportunity,  if  the  Government  does  not  want 
to  take  over  the  property  at  the  end  of  that  time,  for  the  licensee  or 
the  lessee  to  take  over  the  property.  I  should  say  that  reasonable 
terms  to  him  would  be  that  he  should  have  that  property  if  the 
Government  did  not  wish  to  use  it,  and  that  he  should  have  that 
property  upon  terms  that  would  be  no  more  favorable  to  him  than 
those  that  others  might  offer,  but  that  he  should  have  a  preference. 
Then  if  the.  property  is  not  to  be  taken  over  by  him,  allow  it  to  be 
used  by  somebody  else. 

My  conception  of  the  development  of  our  resources  is  that  every- 
thing we  have  should  be  put  to  use;  and  that  no  man  is  entitled  to 
anything  unles3  he  uses  it. 

This  is  my  theory  regarding  land,  and  it  is  my  theory  regarding 
mineral,  and  it  is  my  theory  regarding  water  power.  The  time  is 
long  pass.d,  and  wise  men  see  that  it  is  passed,  when  there  is  a 
speculative  value  in  these  things.  The  right  of  the  community,  of 
tne  Nation,  of  the  collective  bodjr  of  citizens  that  we  call  the  people 
of  the  United  States,  their  right  is  superior  to  any  right  that  you  or 
I  may  have  to  speculate  upon  those  thmgs  that  are  primary  resources. 

Into  the  hands  of  the  men  capable  of  developing  them  should  be 
given  sufficient  to  make  a  wise  and  a  large  investment  and  develop- 
ment. We  can  not  save  things  for  men  who  have  no  capital  or  men 
who  go  about  things  with  a  spade  where  a  steam  shovel  is  needed. 

We  want  things  done  in  a  large  and  generous  way  comporting 
with  our  general  style  of  doing  business.  We  want  these  things  de- 
veloped, and  the  premium  should  be  put  upon  utilization,  not  upon 
conservation  as  that  word  is  sometimes  used.  We  want  to  con- 
serve and  save  for  the  people  of  the  United  States.  The  primary 
thing  to  do  is  to  gat  those  resources  used  and  hold  them  back  from 
those  who  would  use  them  for  personal  gain  as  against  the  interests 
of  the  people  at  large. 

If  we  had  money  enough,  if  this  were  not  a  time  of  war,  if  we 
could  think  in  the  terms  of  money  that  we  are  now  thinking  of, 
or  if  four  or  five  years  ago  Congress  had  been  willing  to  expend 
hundreds  of  millions  of  dollars  in  th3  dcA'^elopment  of  water  power 
as  it  is  forced  now  to  spend  millions  of  dollars  for  war,  it  would 
bo  a  wise  thing  to  put  a  large  part  of  the  public  revenues  into 
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such  projects  where  they  are  found  to  be  needed.  I  have  no  doubt 
in  my  own  mind  but  that  such  schemes  as  water-power  schemes  are 
perfectly  practicable  from  a  governmental  standpoint,  no  matter 
what  your  sympathies  may  b?  respecting  Government  ownership,  as 
a  rule,  of  large  utilities.  A  thing  that  is  as  well  standardized  as  a 
water-power  scheme  can  be  operated  successfully  by  the  Government 
But  I  ao  not  take  it  that  this  is  a  practicable  proposition  at  this  time, 
nor  probably  will  it  be  for  many  years  to  come,  and  it  is  necessary 
that  there  should  be  real  development,  and  that  soon. 

The  news  that  comes  from  the  other  side  of  the  water  to-day  or 
yesterday  is  disheartening,  discouraging,  but  it  leads  me  to  believe 
that  all  the  conclusion  we  can  come  to  is  that  we  are  in  this  thing 
for  a  longer  time  than  we  thought ;  not  that  there  is  to  be  any  cessa- 
tion of  effort  on  our  part,  but  there  is  to  be  renewed  effort,  a  stronger 
fight,  and  a  longer  fight.  And  if  we  are  to  have  a  long  fight,  and  if 
we  are  to  get  into  this  thing  with  our  full  strength ;  if  a  larger  por- 
tion of  the  burden  of  beating  von  Hindenburg  and  the  Germans  is 
to  fall  upon  us,  then  surely  it  becomes  necessary  that  we  should  not 
delay  longer  in  the  development  of  every  resource  that  we  can. 

Our  nitrate  situation  is  not  one,  certainly,  that  you  can  look  upon 
•with  any  kind  of  equanimity.  We  are  developing  great  electrical 
plants  that  will  supply  us  with  nitrates.  The  more  nitrates  we  have 
the  more  food  we  can  get.  There  is  a  large  portion  of  the  acreage 
of  this  country  now  that  is  coming  to  need  fertilizer  of  one  kind  and 
another. 

Five  years  ago  I  had  an  offer  from  a  great  company  in  eastern 
Washington  for  the  development  of  a  power  proposition.  That 
proposition  could  have  been  financed  successfullv  at  that  time  if 
we  had  had  such  a  bill  as  the  one  which  is  now  before  you.  I  do  not 
know  what  the  condition  is  now  with  regard  to  that  property.  They 
then  wished  to  go  into  the  business  of  developing  nitrates.  The 
power  is  still  there  and  still  unused.  There  are  propositions  of  this 
kind  all  over  this  country,  and  it  seems  to  me  that  there  is  a  supreme 
obligation  at  this  time  which  rests  upon  all  of  us,  and  that  is  to 
thiuK  more  seriously  about  those  things  that  we  have  rather  neg- 
lected in  the  past  and  come  together,  if  it  is  a  possible  thing,  upon  a 
practicable  measure  by  which  the  people  will  be  protected  and  by 
which  investment  companies  and  individuals  who  desire  to  develop 
these  resources  can  also  be  protected. 

We  need  development  and  we  will  get  no  development  under  the 
present  law.  It  is  up  to  Congress  to  determine  whether  the  millions 
and  millions  of  horsepower  m  the  United  States  that  are  going  to 
waste  will  be  utilized  or  not.  There  never  can  be  a  time  when  there 
is  greater  need  for  their  utilization. 

I  think  that  is  all  I  want  to  say  to  you,  Mr.  Chairman  and  gentle- 
men. I  hope  every  energy  you  have  will  be  put  into  the  putting 
through  of  a  bill  along  the  line  of  this  bill  which  has  been  sub- 
mitted to  you. 

The  Chairman.  Mr.  Secretary,  I  gather  from  your  remarks  that 
you  think  some  of  the  water  power  ought  to  be  utilized  with  the 
greatest  possible  speed  where  by  doing  so  they  can  be  used  for  the 
manufacture  of  things  needed  during  the  present  war? 

Secretary  Lane.  Yes. 
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The  Chairman.  Do  you  not  think  that  in  the  existing  emergency  it 
is  of  sufficient  importance  for  us  not  to  have  to  depend  upon  whether 
private  capital  see  money  in  it  for  themselves  or  not,  and  ought  not 
the  Government  to  take  hold  of  such  propositions  regardless  of  the 
prospect  of  profit  or  profitable  investment  or  whether  it  may  lose  or 
make  in  the  final  disposition  of  the  plant? 

Secretary  Lane.  I  do  not  know  just  where  that  question  leads,  Mr. 
Chairman.  If  the  question  means  do  I  think  the  Government  itself 
ought  to  subsidize  some  of  these  plants  that  may  be  necessary,  I 
should  say  I  am  not  familiar  with  any  one  where  a  subsidy  of  that 
kind  is  necessary. 

The  Chairman.  I  did  not  contemplate  a  subsidy,  but  you  spoke  of 
that  Oregon  proposition.    I  do  not  exactly  know  what  that  is 

Secretary  Lane  (interposing).  It  was  a  Washington  proposition. 

The  Chairman.  Yes;  a  Washington  proposition.  If  it  is  a  propo- 
sition that  could  be  utilized  rapidly  and  if  we  need  it  for  war  pur- 
poses, it  does  not  seem  to  me  its  development  should  have  to  depend 
upon  the  possibility  of  placing  bonds  by  some  company  that  is  look- 
ing 50  or  80  years  ahead  for  a  profit. 

Secretary  jLane.  Of  course,  I  should  not  like  to  see  the  Federal 
Treasury  resorted  to  if  there  is  a  possibility  of  securing  the  money 
elsewhere,  because  there  is  so  universally  a  tendency  to  go  to  the 
Federal  Treasury^  that  it  seems  to  me  our  business  is  to  discourage 
it  as  much  as  possible  rather  than  to  help  it  on. 

The  Chairman.  I  did  not  mean  as  a  general  policy  for  the  de- 
velopment of  the  whole  country,  but  your  remarks  were  so  impressive 
about  the  urgent  and  immediate  necessity  for  the  development  of 
some  of  the  water  powers  along  the  lines  you  indicated  with  reference 
to  the  Washington  proposition 

Secretary  Lane  (interposing).  I  should  say  this:  If  there  is  a 
determination  that  there  should  be  water-power  development  along 
the  Columbia  Eiver  or  the  Snake  River  or  the  Colorado  Eiver  for 
the  development  of  low-grade  manganese,  or  for  the  development  of 
necessary  nitrates,  either  for  gunpowder  or  for  fertilizer,  and  the 
market  was  exhausted  and  it  could  not  be  financed,  that  it  was  the 
duty  of  the  Federal  Government  at  this  time  to  help  out  the  proposi- 
tion and  put  it  on  its  feet  I  am  not  sympathetic  generally  with  the 
idea  of  having  the  Government  lend  money  to  private  enterprises,  be- 
cause it  is  a  hard  thing  to  get  it  back. 

The  Chairman.  I  agree  with  you  about  that 

Secretary  Lane.  I  am  very  much  in  sympathy  with  the  Govern- 
ment doing  what  it  pleases  with  its  own  money,  provided  it  knows 
where  it  is  ffoing  and  what  it  wants  and  how  that  money  can  prop- 
erly be  handled ;  and  I  am  not  afraid  at  all  of  the  Government  un- 
dertaking the  development  of  water-power  propositions,  because  we 
have  had  some  experience  with  them  in  the  Eeclamation  Service. 
The  Salt  Eiver  proposition  which  I  have  turned  over  to  the  water 
users  is  practically  paying  its  own  way  now  out  of  the  power  de- 
veloped .under  the  Roosevelt  Dam.  That,  of  course,  was  a  venture 
at  the  time.  All  of  these  propositions  are  gambles.  That  is  one 
reason  why  the  man  who  puts  his  money  into  a  water-power  project 
has  got  to  have  very  real  consideration.  He  is  a  developer,  and 
every  man  who  is  a  pioneer  of  any  kind  takes  the  risk,  and  for  his 
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risk  he  ought  to  be  compensated.    You  do  not  know   where   your 
market  is  going  to  be, 

Mr.  Hamilton.  Mr.  Secretary,  assuming  this  bill  can  be  put 
through  very  soon,  would  it  be  possible  for  any  company  to  develop 
a  project  so  as  to  make  it  of  use  in  connection  with  this  war? 

Secretary  Lane.  That  depends  on  how  long  the  war  lasts. 

Mr.  Hamilton.  Of  course,  that  is  involved. 

Secretary  Lane.  And  I  think  it  will. 

Mr.  Hamilton.  But  you  made  that  a  strong  point  in  your  argu- 
ment, and  I  was  wondering  whether  it  would  be  possible. 

Secretary  Lane.  I  think  so.  I  have  no  expectation  that  this  war 
will  be  over  before  water-power  projects  such  as  many  that  we  know 
of  can  be  developed.  I  think  you  have  got  to  look  at  that  thing  with 
a  long  range. 

Mr.  Hamilton.  I  think  we  ought  to  look  at  it  from  that  stand- 
point no  matter  what  our  hope  may  be. 

Secretary  Lane.  That  is  right. 

Mr.  Ferris.  Mr.  Secretary,  have  you  read  the  amendments  printed 
in  italics  proposed  in  this  last  print  of  the  bill  ? 

Secretary  Lane.  Mr.  Brown  just  called  my  attention  to  them.  I 
had  never  seen  this  last  print  until  I  came  into  the  room  here. 

Mr.  Ferris.  Then  you  have  not  had  a  chance  to  examine  this  print 
of  the  bill  which  shows  many  amendments  in  italics? 

Secretary  Lane.  No;  I  had  never  seen  it  before. 

Mr.  Ferris.  You  did,  Mr.  Secretarv,  in  your  department  with  the 
aid  of  your  different  streams  and  after  consultation  with  the  com- 
mittees about  five  years  ago  draft  a  water-power  bill  and  cause  it  to 
be  introduced  in  the  first  session  of  the  Sixty-third  Congress,  which 
was  the  beginning  of  the  Wilson  administration  ? 

Secretary  Lane.  Yes. 

Mr.  Ferris.  That  bill  finally  passed  the  House,  I  believe,  and  failed 
in  the  Senate.  Later  in  the  Sixty-fourth  Congi-ess  a  similar  bill  was 
introduced  and  passed  the  House  and  failed  in  the  Senate ;  is  tliat 
as  you  recall  it? 

Secretary  Lane.  Yes. 

Mr.  Ferris.  At  that  time  we  were  proceeding  on  the  theory  that 
we  were  trying  to  legislate  in  that  bill  on  water  power  which  properly 
fell  under  your  jurisdiction  and  was  on  public  land. 

Secretary  Lane.  Yes. 

Mr.  Ferris.  And  the  Interstate  Commerce  Commission,  of  which 
Judge  Adamson  was  then  chairman,  and  of  which  Judge  Sims  is 
now  chairman,  were  legislating  on  the  water  power  on  the  so-called 
navigable  streams,  and  they,  too,  passed  a  couple  of  bills,  I  believe 
you  will  recall. 

Secretary  Lane.  Yes. 

Mr.  Ferris.  And  which  likewise  failed  in  the  Senate  and  in  con- 
ference. Now,  at  the  beginning  of  this  session  your  department, 
which  has  to  do  with  the  water  power  on  public  lands;  the  War 
Department,  and  the  Board  of  Engineers,  which  has  to  do  with  the 
navigable  streams;  and  the  Secretary  of  Agriculture,  who  has  to  do 
With  the  water  power  of  the  forest  reserves,  came  together  in  a  con- 
ference and  formulated  this  draft  of  an  original  bill;  is  that  about 
correct,  historically  ? 
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Secretary  Lane.  Yes;  that  is  correct. 

Mr. -Ferbis.  And  you  view  has  been  all  the  time,  Mr.  Secretary, 
that  we  ought  not  to  go  beyond  50  years  as  the  period,  has  it  not? 

Secretary  Lane.  Yes. 

Mr.  Ferris.  And  each  of  your  bills  which  has  been  introduced 
and  each  of  the  bills  that  has  passed  the  House  have,  without  excep- 
tion, provided  for  a  term  not  to  exceed  60  years? 

Secretary  Lane.  That  is  true. 

Mr.  Ferris.  I  do  not  want  to  go  into  this  in  detail,  because  you 
have  not  seen  the  amendments;  but  if  it  develops  that  section  6  mate- 
rially changes  that  policy  and  changes  it  to  a  very  wide  scope,  and 
also  section  14,  hj  the  proposed  italics  amendment  which  came  up 
subsequent  to  the  introcfuction  of  the  original  bill,  would  you  think 
that  was  a  departure  from  the  rule  and  would  you  be  in  favor  of  it? 

Secretary  Lane.  Generally,  I  would  not  be  in  favor  of  it,  but  this 
thing  must  be  remembered,  Mr.  Ferris:  We  nesd  development,  and 
when  a  plant  has  been  going  for  50  years  you  can  not  throw  the 
people  who  are  dependent  upon  it  and  the  industries  into  the  air. 
It  has  got  to  continue  to  run.  If  it  is  a  project  that  we  want — and  J 
think  50  years  from  now  with  the  way  tnings  are  going  we  can  very 
well  realize  that  we  will  want  a  good  many  things  that  we  do  not 
want  now — if  it  is  a  thing  we  then  want,  we  will  be  able  to  take  it 
under  this  or  any  other  bill  that  I  have  seen. 

Mr.  Ferris.  Under  war  powers  we  can  take  anything  whether  we 
have  specific  authority  or  not. 

Secretary  Lane.  No;  I  do  not  mean  that.  I  mean  the  Governn^iit 
itself  would  take  over  a  plant  that  was  necessary  for  a  certain  terri- 
tory and  operate  it  itself  at  the  expiration  of  this  leased  period ;  but 
it  must  be  recognized  that  there  may  be  some  plants  that  the  Govern- 
ment itself  will  not  want  to  take  over,  that  it  will  not  be  advisable 
for  the  Government  to  take  over,  and  care  should  be  exercised  so  that 
those  plants  can  be  allowed  to  continue  in  operation  under  certain 
kind  of  reasonable  rule  or  regulation  or  provision  by  which  the  people 
who  have  put  the  money  in  and  who  are  operating  it  under  the  Gov- 
ernment lease  or  other  people  can  have  it,  and  that  its  operation  will 
be  continuous.  It  would  be  impossible  to  think,  for  instance,  of  a 
plant  out  at  Great  Falls  at  the  end  of  50  years  being  stopped  in  its 
operation  and  the  city  of  Washington  and  the  industries  of  Baltimore 
that  were  dependent  upon  it  being  entirely  without  light  or  power. 

Mr.  Ferris.  But  does  it  involve  that,  Mr.  Secretary?  Does  it 
not  more  nearly  involve  a  question  of  on  whom  is  the  burden  of 
bringing  about  a  new  lease?  Is  the  burden  on  Congress,  which  is  a 
ponderous  body,  to  pass  a  new  act  or  is  the  burden  on  the  licensee  or 
the  lessee  to  secure  a  now  lease  himself,  so  it  will  be  brought  prop- 
erly to  the  attention  of  the  Government  ? 

Secretary  Lane.  The  latter,  undoubtedly. 

Mr.  Ferris.  Now,  that  brings  us  to  a  point  where  I  feel  like  I 
ought  to  read  to  you  what  has  been  stricken  out  in  reference  to  sec- 
tion 6  and  what  has  been  incorporated  as  a  subsequent  amendment 
which  came  along  with  a  letter  of  transmittal  under  date  of  February 
27,  1918.    This  language  is  stricken  out  of  section  6,  page  11 : 

That  unless  revoked  for  cause,  as  provided  In  sections  13  and  26  hereof,  each 
license  under  this  act  slmll  be  issued  for  a  period  not  exceeding  50  jears. 
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That  is  stricken  out  and  this  language  is  inserted  instead  and  is 
printed  as  an  amendment  in  italics: 

That  each  license  under  this  net  shnU  be  issued  for  an  ori^nal  period  of  50 
year,  unless  u  shorter  time  Is  apreed  upon  between  the  applicant  and  the  com- 
mission or  is  necessary  in  order  that  licenses  for  parts  of  the  same  project  shall 
terminate  on  the  same  date.  Licenses  for  subsequent  periods  of  such  duration 
and  under  such  conditions  as  may  he  prescribed  by  then  existing  law  and 
regulations  shall  be  tendered  as  provided  in  section  15  hereof  unless  and  until 
at  the  termination  of  the  original,  or  of  any  subsequent  period,  the  properties 
are  taken  over  and  compensation  made  as  provided  In  sections  14  and  15  hereot 

Now  let  me  turn  to  section  14,  page  20,  if  I  may,  and  read  what 
is  done  there.  Section  14  is  amended  in  many  particulars  by  strik- 
ing out  language  and  inserting  other  language,  but  this  language 
is  stricken  out  which  it  seems  to  me  is  particularly  pertinent,  page 
21,  lines  17  to  24,  inclusive : 

Provided,  That  such  fair  value  shall  not  include  or  be  affected  by  the 
value  of  any  lands,  rights  of  way,  or  other  property  of  the  United  States 
licensed  by  the  commission  under  this  act,  by  the  license,  or  by  good  will, 
going  value  or  prosi)ectlve  revenues :  Provided  further.  That  the  values  allowed 
for  water  rights,  rights  of  ways,  lands,  or  Interest  in  lands,  shall  not  be  in 
excess  of  the  actual  reasonable  cost  thereof  at  the  time  of  acquisition  by  the 
lessee. 

That  language  which  it  seems  to  me  provided  a  very  great  safe- 
guard for  the  people  or  whoever  may  want  to  retake  the  property, 
has  in  connection  with  these  subsequent  amendments  been  stricken 
out;  and  on  yesterday  I  dictated  a  letter  to  you,  Mr.  Secretary,  which, 
of  course,  you  have  not  yet  seen,  and  likewise  to  Mr.  Merrill,  who 
has  been  actively  here  helping  us  with  the  bill,  and  to  Secretary  Hous- 
ton and  Secretary  Baker,  calling  attention  to  these  suggestions.  Of 
course,  if  you  have  not  seen  these  amendments  I  do  not  want  to  ask 
you  about  them  in  detail. 

Secretary  Lane.  Tell  me  why  was  that  last  proviso  stricken  out? 

Mr.  Ferris.  That  is  what  I  want  to  know.  Mr.  Secretary. 

Secretary  Lane.  Why  ask  me?    I  would  like  to  know  about  that. 

Mr.  Ferris.  I  have  reason  for  asking  that  because  under  date_^f 
February  27,  1918,  we  have  a  joint  letter  of  transmittal  here  ad- 
dressed "  Hon.  T.  W.  Sims,  House  of  Representatives,  my  dear  Mr. 
Sims,"  which  is  too  long  to  read  in  full,  but  the  last  paragragh  of  it 
is,  I  think,  worthy  of  reading.    It  is  as  follows: 

Certain  other  changes,  minor  in  character,  have  been  made  for  the  puri>ose 
of  clarifying  the  language  or  Improving  the  form  of  the  bill.  All  these  changes 
are  shown  upon  the  attached  copy  of  the  confidential  committee  print, 

Newton  D.  Baker,  Secretary  of  War, 
Fkanklin  K.  Lane,  Secretary  of  the  Intrrior. 
D.  F.  Houston,  Secretary  of  Agriculture. 

Secretary  Lane.  Was  this  proviso  stricken  out  in  that  print? 

Mr.  Ferris.  I  assume  so  because  they  are  the  amendments  that  the 
chairman  had  printed  along  with  many  others  which  I  have  not 
mentioned.  Now  what  I  wanted  to  ask  you,  Mr.  Secretary,  was  that 
I  hope  that  either  the  chairman  of  the  committee  or  you  yourself 
will  go  over  these  italicized  amendments  and  these  paragraphs  that 
have  been  stricken  out  and  ascertain  from  each  of  the  secretaries 
how  far  these  amendments  make  this  bill  depart  from  its  original 
form.  I  think  the  House  has  so  often  passed  them  and  the  com- 
mittees have  so  often  agreed  to  them  and  your  departments  have  so 
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often  supported  them,  that  I  can  not  understand  why  this  joint  let- 
ter slioula  come  up  here  calling  amendments  of  this  character,  and 
there  are  25  or  30  of  them  in  number,  minor  amendments.  I  do 
not  want  to  ask  you  to  even  answer  that  now  because  I  know  you 
have  not  examined  them,  but  I  would  like  to  have  you  look  at 
them  and  let  the  committee  have  the  benefit  of  a  little  more  detailed 
knowledge   on    those    amendments   than   this   letter   indicates. 

Secretary  Lane.  I  will  be  very  glad  to  do  that.  If  there  are  any 
reasons  why  that  proviso,  which  seems  to  me  to  be  a  pretty  reason- 
able one,  should  be  stricken  out,  I  want  to  know  it. 

The  CiiAiR3rAN.  These  amendments,  I  may  say,  Mr.  Secretary, 
almost  change  the  pclicy  of  the  whole  bill;  I  say  almost  do  so. 

Secretary  Lane.  If  there  is  any  reason  why  that  should  be,  I  want 
to  know  it. 

Mr.  Ferris.  Of  course,  I  want  to  be  entirely  fair  with  you.  There 
are  many  members  of  the  committee  and  almost  all  of  tne  advocates 
who  have  appeared  before  the  committee  have  been  of  the  opinion 
that  the  original  bill  was  not  workable  and  that  these  amendments 
were  required  in  order  to  make  it  workable  and  in  order  to  get 
capital.  I  do  not  want  to  be  at  all  unfair  to  them;  but  I  do  want 
to  say  that  I  think  these  amendments  are  much  more  than  minor 
amendments.  I  think  they  are  nmch  more  than  inoffensive  amend- 
ments. I  think  they  are  very  far-reaching  in  their  scope  and  change 
the  whole  policy  of  the  bill.  I  think  they  change  the  tenure  under 
the  bill  and  the  recapture  provisions  of  the  bill,  and  I  think  they 

frovide  many  far-reaching  changes.  As  I  stated  to  you  in  my  letter 
have  been  unable  to  be  present  all  the  time  during  these  hearings 
and  have  not  had  a  chance  to  be  entirely  fair  to  these  advocates  be- 
cause I  have  not  had  a  chance  to  examine  them  and  give  them  the 
benefit  of  my  views  about  it,  but  the  more  I  read  these  amendments, 
the  more  I  think  they  ought  to  be  looked  at  very  carefully  to  the  end 
that  w^e  do  not  depart  from  something  we  all  w^ant  to  do;  and  if  I 
may,  I  will  now  ask  in  the  record  of  Secretary  Lane,  if  the  Chair- 
main  and  the  committee  w-ill  indulge  me,  that  the  Secretary  ex- 
amine these  amendments  item  by  item  and  let  us  have  a  word  from 
him  either  by  letter  or  in  person  as  to  how  far  he  thinks  they  depart 
from  the  policy  we  have  pretty  well  all  agreed  upon  heretofore. 

Secretary  Lane.  I  will.  It  ought  not  to  be  permitted  that  any- 
thing stand  in  the  way  of  the  passage  of  some  legislation  of  this  kind 
at  this  session  except  something  that  is  really  vital  or  fundamental. 
That  is  the  whole  of  the  story.  There  are  differences.  There  are 
no  tw^o  men  here  w^ho  will  not  disagree  on  some  provisions  in  a  water 
power  bill,  and  we  have  got  to  go  to  the  limit  in  order  to  get  private 
capital  into  the  enterprises  at  this  time.  But  we  must  not  make 
any  sacrifice  upon  the  fundamental  principle,  which  is  that  this  shall 
be  a  limited  proposition  and  that  the  terms  of  recapture  shall  be  fair 
to  the  Government,  because  I  expect  the  most  of  these  things  will 
come  back  into  our  hands  at  the  end  of  50  years. 

The  Chairman.  Mr.  Secretary,  it  has  been  very  seriously  urged 
before  the  committee  as  a  part  of  the  recapture  provision  that  we 
provide  that  if  the  United  States  Government  did  not  want  to  avail 
itself  of  the  recapture  provision  that  a  State  or  municipality  which 
wanted  the  water  power  for  State  or  municipal  purposes  should  have 
the  second  opportunity  and  the  preference  over  a  private  licensee. 
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Secretary  Lane.  1  think  that  was  in  one  of  the  bills,  was  it  not! 

The  Chairman.  It  is  not  in  this  one. 

Secretary  Lane.  It  seems  to  me  that  is  a  very  reasonable  proposi- 
tion. 

Mr.  Ferris.  I  think  that  is  a  proposition  which  has  been  advanced 
by  Mr.  Taylor  of  Colorado. 

Mr.  Taylor.  Yes.  I  have  always  very  emphatically  insisted  that 
they  should  have  a  preference  right  over  corporations  or  over  private 
individuals  to  take  over  not  only  water  power,  but  coal  mines  and 
other  things  for  the  purpose  of  preventing  extortion  in  towns  and 
cities,  and  I  hope  that  when  we  get  through  with  this  legislation 
that  provision  will  be  in  here  and  that  it  will  meet  with  your  ap- 
proval. I  am  earnestly  hoping  that  if  the  Government  itself  does 
not  see  fit  and  desire  to  take  over  these  matters  at  the  expiration  of 
the  50  years,  the  preference  right  shall  b^  given  first  to  the  munici- 
palities or  States  and  second  to  the  occupant  or  the  licensee. 

Mr.  Ferris.  Mr.  Secretary,  one  more  word  with  reference  to  your 
last  statement.  I  recognize  as  you  do  the  urgency  of  this  matter, 
ar.d  we  have  for  a  number  of  years  sought  early  action  and  action 
that  would  be  intelligent  and  would  bring  results,  but  is  not  this  the 
test:  The  only  thing  that  determines  or  distinguishes  this  to  be  a 
license  or  a  lease  from  a  grant  is  our  ability  to  get  away  from  them 
sometime  in  the  future;  is  not  that  true? 

Secretary  Lane.  Yes. 

Mr.  Ferris.  So  that  the  more  ponderous  you  make  the  retaking 
and  the  more  susceptible  of  misunderstanding  of  terms  that  we  make 
the  retaking  the  more  difficult  we  make  it  to  be  able  to  separate  them 
from  it  and  reinvest  oui'selves  of  it. 

Secretary  Lane.  That  is  undoubtedly  so. 

Mr.  Ferris.  It  is  with  that  thought  in  mind  that  I  am  very  much 
in  hope  you  will  look  at  sections  6  and  14  and  particularly  the  re- 
drafted portions  and  the  interlineations  and  the  portions  stricken 
out. 

Secretary  Lane.  Well,  you  know,  Mr.  Ferris,  the  difficulty  we  had 
in  originally  drafting  that  proposition. 

Mr.  Ferris.  I  remember  it  quite  well. 

Secretary  Lane.  It  takes  a  genius  who  has  not  yet  been  discovered 
to  draft  any  kind  of  a  recapture  clause  that  is  not  involved  and  most 
elaborate. 

The  Chairman.  And  if  it  is  not  practicable  it  might  as  well  not 
be  in  here. 

Secretary  Lane.  Oh,  yes;  that  is  true.  But  I  suppose  you  have 
got  to  use  terms  that  are  so  large  that  there  may  be  some  misunder- 
standing as  to  their  meaning.  The  proposition  put  in  this  bill  of 
defining  the  words  is  a  very  good  one,  but  I  have  never  known  of  a 
definition  that  could  not  have  som?  construction  of  the  definition. 

Mr.  Eaker.  Mr.  Chairman,  before  the  Secretary  leaves  I  would 
like  to  direct  his  attention  to  one  matter  which  is  uppermost  in  my 
mind.  The  Secretary  started  his  statement  this  morning  by  saying 
that  everything  we  have  should  be  put  to  use.  That  is  very  compre- 
hensive and  involves  to  my  mind  the  object  and  purpose  oi  this  bill. 
While  the  bill  is  designated  a  water-power  bill,  I  want  to  call  the 
Secretary's  attention  to  the  fact  that  practically  all  the  western  de- 
velopment of  water  power  which  involves  the  using  of  the  water  is 
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connected  with  another  development  which  should  be  looked  to  in 
the  bill  and  in  the  permit  to  be  issued,  namely,  irrigation.  I  would 
like  to  ask  the  Secretary  if  this  bill  should  not  be  specific  in  the 
power  given  to  the  commission,  so  that  they  may  have  the  authority 
to  make  it  applicable  to  the  power  and  at  the  same  time  utilize  ail 
the  water  that  can  be  used  for  irrigation  and  development  purposes* 

Secretary  Lake.  Yes,  sir;  I  think  that  has  got  to  be  safely  safe- 
guarded. 

Mr.  Saker.  I  just  wanted  to  call  your  attention  to  that  feature 
of  the  bill,  and  while  it  has  not  bsen  an  ovei'sight  in  the  legislation 
before,  yet  we  are  devoting  much  time  and  thought  to  water  power, 
forgetting,  as  I  believe,  that  when  you  once  establish  the  water  power 
by  various  works  by  which  you  utilize  the  water,  you  may  place  it 
in  such  a  position  that  you  may  not  be  tible  to  use  it  for  irrigation 
unless  you  think  of  that  in  advance.  Section  4  of  the  bill  makes  this 
provision : 

That  the  commission  is  hereby  authorized  and  empowered — 
(a)  To  malwe  invest! gatious  and  to  collect  and  record  data  concerning  the 
power  industry  and  its  relation  to  other  industries  and  to  interstate  or  foreign 
commerce,  and  concerning  the  location,  capacity,  development  costs,  and  rela- 
tion to  markets  of  power  sites,  to  the  extent  it  may  deem  necessary  or  useful 
for  the  purposes  of  this  act. 

Then  section  10  reads: 

That  all  licenses  Issued  under  this  act  shall  be  on  the  following  conditions: 
(o)  That  the  project  adopted,  including  the  maps,  plans,  and  specifications, 
shall  be  such  as  in  tlie  judgment  of  the  commission  will  be  best  adtipted  to  a 
comprehensive  scheme  of  improvement  and  utilization  for  the  purposes  of  naviga- 
tion, of  water-power  development,  and  of  other  beneticlal  public  uses;  and  if 
necessary  in  order  to  secure  such  scheme,  the  commission  shall  have  authority 
to  require  the  modification  of  any  project  and  of  the  plans  and  specifications 
of  the  project  works  before  approval. 

Now  I  wanted  to  suggest  and  to  ask  you  if  you  do  not  believe  it 
would  be  a  wise  thing  in  this  bill,  and  in  this  coimection,  after  having 
designated  navigation  and  water-power  development,  that  we  should 
make  irrigation  as  important  as  we  do  those  two  and  should  include 
the  word  "  irrigation  "  in  that  connection,  so  there  would  be  no  pos- 
sible doubt  as  to  what  the  intention  of  Congress  was  in  such  legisla- 
tion ;  and  in  order  that  we  may  get  two  developments,  water  power 
and  irrigation,  to  their  utmost.  I  would  like  to  ask  if  you  do  not 
think  it  would  be  a  good  thing  to  so  draft  the  bill  that  we  would  be 
sure  to  get  all  those  uses? 

Secretary  Lane.  I  can  not  see  now  any  objection  to  it.  Judge.  It 
seems  to  me  in  the  granting  of  a  power  proposition  you  have  got  to 
take  into  consideration  what  is  the  best  use  to  make  of  that  water,  and 
there  should  not  be  a  development  simply  of  power  to  the  exclusion 
of  irrigation. 

Mr.  Raker.  That  is  just  what  I  am  trying  to  get  at.  The  plant 
should  not  be  constructed  solely  for  water  power  when  by  a  little 
diiferent  arrangement  it  could  be  made  to  serve  both  purposes,  and  I 
did  not  want  that  overlooked. 

Mr.  Hamilton.  Is  there  any  danger  of  irrigation  being  overlooked 
in  that  connection? 

Mr.  Raker.  It  is  my  purpose  and  I  believe  it  is  the  duty  of  the 
committee  to  so  get  it  before  the  committee  that  it  could  not  be  over- 
looked. 
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Mr.  Hamilton.  It  can  not  be. 

Mr.  Eaker.  I  have  seen  it  done  and  I  want  to  have  the  benefit  of 
the  Secretary's  opinion  and  advice. 

Secretary  Lane.  I  can  not  see  any  objection  to  putting  that  word 
in  there  at  all,  Judge. 

Mr.  Raker.  Now  section  4  simply  gives  them  power  to  make  in- 
vestigations and  collect  data  and  records.  Now  would  it  not  be  bet- 
ter if  we  gave  them  a  little  broader  power  so  that  they  might  go  into 
the  whole  subject  of  the  utilization  of  the  water? 

Secretarv  Lane.  You  know  that  Congress  passed  a  bill  authorizing 
the  establishment  of  a  commission  which  was  to  take  up  that  whole 
question  of  the  utilization  of  our  waters  and  conservation  of  our 
forests,  and  this  commission  itself  would,  under  your  intention.  I 
presume,  supersede  that  commission,  would  it  not? 

Mr.  Raker.  It  seems  to  me  that  in  all  schemes  we  should  provide 
for  what  is  the  highest  use  that  is  going  to  be  made  of  this  develop- 
ment. If  the  commission  is  granted  in  broad  terms  power  to  seek 
all  uses  that  can  be  made  of  the  water,  then  you  have  the  power  and 
can  utilize  it.  If  the  commission  does  not  actually  do  the  work.  the\ 
can  utilize  the  information  obtained  from  the  commission  alreadv 
established  in  getting  at  the  highest  use  that  can  be  had  of  the  water 
Do  you  not  believe  it  would  be  a  good  thing  to  enlarge  its  power  in 
the  way  of  taking  in  the  whole  subject  rather  than  to  curtail  their 
power. 

Secretary  Lane.  Well,  I  do  not  know  whether  this  commission 
ought  to  supplant  the  other  commission  that  was  proposed  and  take 
in  the  whole  study  of  the  waters  of  the  country  or  not.  It  strikes 
me  that  is  a  little  broader  power  than  these  three  men  ought  to  have, 

Mr.  Raker.  Well,  we  ought  by  some  means  to  provide  for  the 
highest  utilization,  and  this  commission  in  locating  the  project 
should  have  the  benefit  of  all  information  touching  what  may  be  for 
the  best  possible  use  of  the  water.    That  is  your  view,  is  it  not  ? 

Secretary  Lane.  Yes;  but  whether  or  not  you  are  getting  that 
under  other  agencies  is  a  question,  and  it  strikes  me  you  are  going 
to  complicate  things  seriously  unless  you  simply  say  that  in  granting 
this  right  or  license  to  put  up  this  plant  the  commission  shall  give 
consideration  to  the  question  as  to  how  these  waters  can  be  used  for 
irrigation,  if  there  is  any  need  for  it,  so  that  they  can  see  that  the 
plans  are  made  in  such  manner  that  the  water  will  not  be  turned 
away  from  possible  irrigation  uses. 

Mr.  Raker.  That  is  the  proposition,  exactly. 

Secretary  Lane.  And  not  put  the  burden  upon  this  commission 
of  making  a  study  of  the  stream  to  determine  whether  it  is  l>e-t 
that  there  shall  be  power  plants  or  irrigation  schemes  upon  the 
river;  but  really  have  this  as  a  determining  body  to  see  that  their 
plans  are  so  drafted  that  the  waters  are  not  thrown  away  after  they 
go  over  the  dam  and  are  used  in  the  development  of  power. 

Mr.  Raker.  I  also  would  like  to  call  your  attention  to  the  fact  tjiat 
Mr.  Chadwick,  who  is  the  chairman  of  the  Water  Supply  Commis- 
sion of  New  York  and  who  has  made  quite  an  extensive  study  of  this 
problem  presented  to  the  committee  the  theory  and  the  idea  that  we 
should  group  all  of  this  together  and  give  broad,  general  power  to 
the  commission,  and  in  that  way  we  would  get  better  results  than  to 
confine  it  to  one  thing.    He  stated  that  they  had  obtained  very  satis- 
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factory  results  by  giving  the  commission  ample  power  to  utilize  the 
water,  beginning  with  the  rainfall,  for  all  purposes  for  which  it 
could  be  used. 

Secretary  Lane.  I  do  not  think  it  was  intended  that  this  commis- 
sion— and  I  am  the  father  of  this  commission  idea;  that  is,  I  pro- 
posed it  to  the  President  a  year  or  more  ago  when  there  was  division 
as  to  what  was  a  navigable  stream  and  a  nonnavigable  stream,  and  I 
then  proposed  to  take  in  the  Secretary  of  War,  the  Secretary  of 
Agriculture,  and  the  Secretary  of  the  Interior,  and  put  them  in  as 
the  admininstrative  head,  and  1  do  not  think  it  was  in  the  President's 
mind  or  in  anybody's  mind  that  this  commission  should  take  up  the 
general  question  as  to  the  most  beneficial  use  that  could  be  made 
of  the  waters  of  the  United  States. 

Mr.  Raker.  While  you  have  got  the  power  and  can  use  the  govern- 
mental agencies,  it  would  soem  to  me — and  I  believe  it  would  seem 
so  to  everyone — that  if  a  dam  or  reservoir  was  placed  down  a  stream, 
say  half  a  mile,  it  would  develop  a  little  more  horsepower,  whereas 
if  it  was  placed  up  the  stream  a  mile  further  you  could  get  its  full 
use  for  irrigation  and  about  90  per  cent  of  the  water  power,  you  ought 
not  to  permit  the  enterprise  to  be  established  where  you  would  lose 
so  much  benefit  which  CQuld  otherwise  be  obtained  in  the  way  of  irri- 
gation. 

Secretary  Lane.  I  thoroughly  agree  with  you. 

The  Chairman.  Mr.  Chadwick  did  not  think  it  was  at  all  wise  to 
confer  that  power  upon  the  commission  as  proposed  in  this  bill,  com- 
posed of  the  three  Secretaries;  and  he  wanted  a  commission  ap- 
pointed of  special  experts  with  a  long  term  of  service  to  handle  all 
these  propositions. 

Secretary  Lane.  Is  not  that  provided  for  in  the  bill  which  you 
passed  at  the  last  session  of  Congress,  under  which  there  was  to  be 
a  commission  of  five?  T  think  so.  The  commission  has  not  been 
appointed,  as  I  recollect. 

Mr.  Taylor.  You  refer  to  the  Newlands  Commission. 

The  Chairman.  I  think  that  was  provided  for  in  a  river  and  har- 
bor bill. 

Secretary  Lane.  Yes;  I  think  there  is  a  provision  for  a  commission 
such  as  you  speak  of.  Judge. 

Mr.  Escii.  I  want  to  put  tins  question  to  you,  Mr.  Secretary. 
Under  this  bill  the  commission,  consisting  of  the  three  Secretaries,  is 
to  fix  the  rates,  when  they  concern  interstate  commerce,  and  also  to 
fix  the  rules  and  regulations  with  reference  tg  the  bond  issue.  That, 
ns  I  understand  it,  is  within  the  scope  of  the  bill. 

Secretary  Lane.  Yes. 

Mr.  Escn.  In  the  Walsh  bill  and  in  the  Shields  bill,  and  in  the 
bill  reported  at  the  time  by  the  Interstate  and  Foreign  Commerce 
Committee  in  the  Sixty-third  Congi-ess,  we  gave  that  jurisdiction 
to  the  Interstate  Commerce  Commission.  Would  it  not  be  better 
to  give  that  jurisdiction  to  the  Interstate  Commerce  Commission, 
which  has  its  staff  of  experts  and  its  officers,  instead  of  creating  a 
new  division  under  the  three  Secretaries  to  do  that  work? 

Secretary  Lane.  That  is  a  question  of  judgment,  Mr.  Esch,  that 
men  can  honestly  differ  on.  I  would  have  no  objection  to  the  Inter- 
state Commerce  Commission  passing  upon  it,  but  I  rather  think,  my- 
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self,  as  an  administrative  matter,  that  it  probably  would  be  better 
to  center  that  under  this  commission. 

Mr.  EscH.  Is  not  the  fixing  of  a  rate  not  an  administrative  matter, 
but  a  legislative  function? 

Secretary  Lane.  Is  not  this  also  a  question  as  to  what  kind  of  regu- 
lations shall  be  made  as  to  the  distribution  of  the  power  that  is  gen- 
erated at  the  plant  < 

Mr.  EscH.  The  bill  seeks  to  confer  this  power  on  the  three  Secre- 
taries as  to  the  rates,  and  rate  making  is  a  legislative  function.  Why 
not  give  it  to  the  body  which  Congress  has  created  to  determine  the 
rates  ?  Why  give  it  to  three  officers  belonging  to  the  executive  branch 
of  the  Government? 

Secretary  Lane.  There  is  no  better  answer  to  be  given  to  that  ques- 
tion than  to  say  that  you  confer  a  good  deal  of  power  upon  various 
administrative  officers  which  is  semilegislative. 

As  I  say,  I  would  have  no  objection  to  giving  it  to  the  Interstate 
Commerce  Commission.  I  have  a  great  respect  for  that  body,  and  I 
think  they  probably  will  need  something  additional  to  do. 

Mr.  EscH.  My  mind  was  lead  to  that  thought  by  the  fact  that  we 
might  avoid  some  duplication,  and  that  is  a  thing  always  to  be  de- 
sired. 

Secretary  Lane.  If  it  is  at  all  a  matter  which  is  in  issue,  I  would 
say  in  a  second,  as  far  as  I  was  concerned,  that  it  could  be  referred  to 
the  Interstate  Commerce  Commission. 

Mr.  EscH.  In  view  of  the  fact  that  three  bills  which  have  been  be- 
fore Congress  have  adopted  that  plan,  and  those  three  bills  have 
gotten  through  one  or  the  other  House,  it  shows  pretty  strongly  the 
attitude  of  Congress  with  reference  to  that,  and  it  seems  to  me  we 
ought  to  take  that  into  consideration. 

Secretary  Lane.  Precisely.  That  is  the  practical  thing  to  do.  If 
you  think  that  there  are  five  votes  in  the  House  that  can  be  had  for  a 
practical  measure  of  this  kind  by  giving  this  power  to  the  Interstate 
Commerce  Commission  and  take  it  away  from  the  secretaries,  I  say 
take  it  away  from  the  secretaries. 

Mr.  Hamilton.  Mr.  Secretary,  I  want  to  ask  you  how  you  arrived 
at  the  term  of  50  years.    I  assume  it  was  not  a  guess. 

Secretary  Lane.  It  is,  perhaps,  a  process  of  my  own.  We  made  a 
study  of  the  European  laws  and  found  that  some  of  the  countries 
in  Europe  gave  leases  for  longer  terms  and  took  the  property  back 
at  the  end  of  the  time  without  paying  anything  for  it  whatever. 
Then  we  began  to  consider  what  terms  would  be  reasonable  if  we  paid 
a  man  for  the  plant  at  the  end  of  the  time,  and  came  to  the  con- 
clusion that  50  yeai-s  would  be  about  the  fair  thing. 

Mr.  Taylor.  Mr.  Secretary,  you  have  stated  two  or  three  things 
that  I  want  to  call  attention  to  that  are  self-evident.  One  of  them 
is  that  we  will  get  no  development  whatever  under  exising  laws.  An- 
other is  that  we  never  probably  in  the  history  of  the  country  wiU  need 
it  more  than  we  need  it  now,  and  the  third  one  is  that  the  Government 
at  this  time  has  not  the  money  to  go  into  the  development  of  these 
plants.  In  other  words,  it  is  a  condition  and  a  theory  this  time 
which  confronts  this  Congress,  is  it  not? 

Secretary  Lane.    That  is  right. 

Mr.  Taylor.  And  for  that  reason  it  would  seem  a  practical  thing 
not  to  adhere  to  bills  that  have  heretofore  been  attempted  to  be 
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passed,  and  that  the  water  power  people  of  the  entire  counry  look 
upon  as  impracticable  and  unworkaole,  and  pass  something  that  can 
work. 

Secretary  Lane.  Yes,  provided 

Mr.  TAyi/)R  (interposing).  In  other  words  is  there  any  use  in  pass- 
ing something  by  this  Congress  that  will  give  us  nothing,  under 
which  we  can  not  secure  development  ? 

Secretary  Lane.  I  think  we  ought  to  be  a  bit  more  liberal  than  we 
would  be  except  for  the  stress  of  the  times,  but  I  would  not  think 
there  should  be  any  surrender  of  the  fundamental  provisions  of  the 
bill,  nor  that  we  should  let  these  resources  go  out  of  our  hands  simply 
because  men  say  they  can  not  raise  money  under  the  present  law,  or 
under  the  terms  you  propose. 

Your  hearings  have  been  sufficiently  extended,  practically  to  tell 
you  as  to  the  possibility  of  raising  money  under  different  bills,  and 
whenever  we  reel  they  are  unreasonable,  where  the  money  could  not 
be  raised,  vou  would  necessarily  come  to  the  conclusion  that  there 
was  some  fault  with  that  bill,  that  it  was  too  narrow  and  restricted, 
that  it  was  unworkable,  that  it  was  not  statesmanlike,  but  you  can 
not  ffive  way  merely  to  pressure. 

1^.  Taylor.  We  should  preserve  the  principle  of  absolutely  hold- 
ing this  property  and  having  a  clean  right  of  recapture  at  the  end  of 
50  years.  When  we  do  that  and  reserve  absolutely  beyond  any  ques- 
tion the  right  of  the  various  public  utility  commissions  to  regulate 
the  rates  and  the  service,  it  seems  to  me  that  everything  else  is  a  minor 
detail,  is  it  not  ? 

Secretary  Lane.  Yes,  I  should  say  those  were  the  two  outstanding 
things,  that  those  were  the  piMars  upon  which  the  whole  proposition 
rests. 

Mr.  Taylor.  There  is  no  disposition  upon  the  part  of  the  water 
power  people  to  interfere  with  the  Government's  making  those  fea- 
tures as  strong  as  possible,  is  there? 

Secretary  ILake^  I  have  not  heard  of  any.  I  have  not  met  any  of 
the  water  power  people  for  a  long  time,  but  most  of  their  arguments, 
as  presented  to  me,  two  or  three  years  ago,  were  reasonable. 

Mr.  Taylor.  Is  it  not  true  that  during  this  way,  with  all  the 
Liberty  loans  that  we  are  bound  to  requii*e,  that  capital  is  not  going 
to  be  so  plentiful,  nor  so  hazardous  about  going  into  enterprises, 
unless  there  is  some  assurance  of  a  reasonable  return  on  the  in- 
vestment? 

Secretary  Lane.  That  is  undoubtedlj^  true.  Capital  is  going  to  be 
especially  wary  of  becoming  involved  in  anything  that  the  Govem- 
nnent  may  take,  because  it  certainly  wants  to  hold  fast  to  whatever  it 
has  left. 

Mr.  Taylor.  It  is  not  your  idea,  is  it,  Mr.  Secretary,  that  the  Gov- 
ernment should  go  into  this  as  a  money-making  proposition? 

Secretary  Lane.  Not  now.  I  should  say  that  the  primary  object 
of  any  bill  of  this  kind  is  to  help  out  the  people  in  the  neighborhood 
of  the  development. 

Mr.  Taylor.  To  give  them 

Secretary  Lane  (mterposing).  To  give  them  power  instead  of  coal. 

Mr.  Taylor.  To  give  them  the  benefit  of  such  rates  and  service  as 

the  developing  companies,  without  having  an  additional  charge  put 
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on  them  for  the  Federal  Treasury,  which  must  necessarily,  in  most 
cases,  at  last  be  passed  on  by  the  people. 

Secretary  Lane.  Yes.  We  ought  not  to  make  the  charge  so  bur- 
densome that  it  would  increase  perceptibly  the  rate  to  the  people. 

Mr.  Taylor.  Is  not  this  true.  There  are  many  cases  where  they 
now  have  private  enterprises  on  private  land  that  are  under  no  Gov- 
ernment royalty  at  all,  and  when  these  water-power  people  develop 
under  this  bill,  if  they  have  to  pay  the  Government  a  royalty,  and 
compete  with  these  who  have  to  pay  no  royalty,  that  can  not  be  passed 
on  to  the  people,  and  they  have  to  take  it  out  of  their  own  pockets! 

Secretary  Lane.  That  is  true. 

Mr.  Tatlor.  So  that  in  communities  where  they  have  that  without 
any  royalty,  v;here  there  is  that  competition,  the  effect  would  be  the 
retarding  of  the  development  in  that  community. 

Secretary  Lane.  No;  not  any  royalty. 

Mr.  Tatlor.  I  mean  any  appreciable  royalty.  Of  course,  a  roy- 
alty merely  for  supervision — I  mean  a  royalty  that  would  bring 
money  into  the  Federal  Treasury,  would  retard  development,  where 
they  would  have  to  compete  on  equal  terms  with  those  who  have  no 
royalty  to  pay. 

Secretary  Lane.  1  think  the  making  of  a  royalty  that  would  be 
unreasonable  would  be  a  burden  upon  the  people,  making  a  royalty 
that  would  yield  some  revenue,  which  is  not  the  primary  purpose 
of  the  bill. 

This  thing  ought  to  be  said,  perhaps,  that  we  ought  to  more  fully 
appreciate  now,  after  this  war,  the  necessity  of  larger  electrical 
development  than  we  have  ever  had  before,  in  connection  with 
chemical  industries.  We  are  just  beginning  to  understand  what 
electricity  can  do,  and  what  can  be  done  with  very  high  power  elec- 
trical establishments.  We  have  never  been  a  chemical  nation.  That 
side  of  our  scientific  development  has  been  overlooked. 

Germany  has  been  the  chemical  nation  of  the  world.  We  now  are 
taking  that  thing  up,  and  probably  there  is  more  interest  in  chem- 
istry in  the  United  States  to-day  than  there  ever  has  been.  We  have 
hundreds  of  chemists  in  this  city  to-day  in  connection  with  the  Bu- 
reau of  Mines  and  the  Ordnance  Department.  They  have  been  gath- 
ered from  all  parts  of  the  country.  A  great  many  of  them  are  Ger- 
mans, and  many  of  them  have  been  educated  in  German  institutions, 
showing  how  far  ahead  Germany  has  been  in  this  particular  line  of 
science. 

It  is  quite  manifest  to  me  that  there  has  got  to  be  very  large  elec- 
trical development  if  we  are  going  to  have  the  largest  use  made  of 
our  development  along  lines  of  chemistry,  and  perhaps  the  best 
sphere  for  a  young  man  in  the  next  25  years  will  be  as  an  electro- 
chemical engineer  in  the  United  States. 

These  powers  ought  to  be  put  up  not  only  with  the  idea  of  takini: 
care  of  a  plant  that  is  known  to  be  a  commercially  successful  proposi- 
tion, but  with  the  purpose  also  of  experimenting  and  discoverinsr 
what  can  be  done.  So  that  I  would  not  say  that  on  such  a  plant  as 
that  any  kind  of  a  charg3  should  be  made  by  the  Government.  We 
oufirht  to  foster  that  kind  of  thing. 

Mr.  Haugen.  I  understood  you  to  suggest,  Mr.  Secretary,  that  the 
licensee  should  not  be  left  up  in  the  air  after  the  termination  of  the 


WATER  POWEB.  461 

license.  Have  vou  aii}'  suggestion  to  make  on  that  proposition  as 
to  this  bill? 

Secretary  Lane.  No.  My  understanding  of  the  bill  was  that  you 
provided  that  there  should  be  a  50-year  term,  and  that  at  the  end 
of  that  time  the  Government  would  take  the  plant  over,  or  the  orig- 
inal leasee  would  have  some  sort  of  preference  to  continue  operations, 
or  if  he  did  not  somebody  else  would  have,  so  that  it  would  continue 
in  operation. 

Mr.  Haugen.  It  has  been  suggested  that  the  license  should  be  re- 
newed for  periods  of  30  or  50  years.  That  would  make  it,  I  take  it, 
a  perpetual  ownership  of  the  right,  if  a  guarantee  is  given  to  renew 
it  for  certain  periods  of  years. 

Secretary  Lane.  To  the  original  leasee? 

Mr.  Haugen.  Yes;  that  is  in  the  ab?-ence  of  the  recapture. 

Secretary  Lane.  Would  it  not  be  fair  to  say  if  the  Government 
does  not  want  to  take  this  thing  over  at  the  end  of  60  years  that  John 
Smith,  bein^  the  licensee,  can  have  this  plant  for  another  definite 
period,  provided  he  will  pay  as  much  as  Robert  Thompson,  who  is 
willing  to  take  it  over? 

Mr.  Haugen.  And  make  that  condition,  if  he  would  pay  the  same? 

Secretary  Lane.  Yes.  It  seems  to  me  there  ought  to  be  some  def- 
initeness  at  the  end  of  50  years,  so  that  we  will  know  that  the  thing 
is  ours,  and  then  we  will  go  further  on  a  new  basis  with  the  next 
step,  and  therefore  a  similar  condition  should  not  precede  the  next 
step  if  the  next  step  is  one  that  is  not  at  this  time  regarded  as  pro- 
tecting both  sides  of  the  proposition. 

]\rr.  Haugen.  You  favor  tne  Government  reserving  the  right  to 
fix  the  term  at  the  end  of  50  years? 

Secretary  Lane.  Yes. 

Mr.  DoREMus.  Mr.  Secretary,  I  would  like  to  ask  you  a  question 
with  reference  to  section  20,  which  deals  with  interstate  and  foreign 
commerce,  and  prohibits  unreasonable,  discriminatory,  and  unjust 
rates  for  service,  and  then  gives  the  commission  created  by  this  bill 
authority  over  interstate  rates  only  in  case  the  State  has  no  authority 
or  the  State  authorities  fail  to  agree.  I  would  like  to  have  your 
opinion  as  to  the  question  of  clothmg  some  Federal  instrumentality, 
either  the  commission  created  by  this  bill  or  the  Interstate  Commerce 
Commission,  with  authority  over  interstate  rates  and  interstate  serv- 
ice.    Can  you  see  any  objection  to  that? 

Secretary  Lane.  I  can  not. 

Mr.  Ferris.  Mr.  Secretary,  coming  back  to  the  matter  we  were  dis- 
cussing a  while  ago,  there  is,  in  the  proviso  of  section  15,  put  in  at 
the  suggestion  in  your  letter  of  February  27,  this  language : 

Provided,  however.  That  if  any  other  project  or  projects  shiill  not  be  taken 
over  by  the  United  States  or  by  a  new  licensee,  the  terms  and  condition;  iinpose<l 
upon.tlie  original  licensee  in  any  new  license  tendered  shall  not  be  such  as  to 
impair  the  net  investment  of  the  licensee  in  this  project  or  projects. 

What  does  that  mean;  what  does  that  do;  what  assurance  does  that 
give  ? 

Secretary  Lane.  T  suppose  that  is  intended  as  a  guaranty  of  pro- 
tection to  the  man  who  has  put  in  his  money. 

Mr.  Ferris.  Do  we  want  to  guarantee  what  the  actual  contract  will 
he  worth  to  the  licensee  after  the  first  50  yeai^s  have  lapsed?     Do  we 
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want  to  make  that  guaranty,  with  the  experience  we  have  had  hereto- 
fore with  water  projects  ? 

Secretary  Lane.  It  is  perhaps  eomething  that  you  have  got  to  do 
sometliing  with.  I  have  not  rend  this  wnole  provision,  but  I  pre- 
sume this  is  the  meaning,  read  in  connection  with  the  context,  that 
if  the  Government  does  not  take  it  over,  and  if  the  licensee  does  not 
take  it  over,  if  a  new  man  does  take  it  over 

Mr.  Ferris  (interposing).  No;  I  do  not  believe  the  latter  is  true. 
Is  this  an  additional  assurance  to  the  original  licensee  in  the  event 
that  it  is  not  taken  over  by  the  Government? 

Secretary  Lane.  That  simply  means  that  there  shall  be  a  condition 
in  tliere  to  protect  this  man's  investment  which  he  has  originally 
made. 

Mr.  Ferris,  Beyond  the  first  term? 

Secretary  Lane.  Beyond  the  first  term. 

Mr.  Ferris.  Of  course,  no  other  legislation  has  ever  passed  the 
House  doing  these  things,  or  doing  anything  like  them.  It  may  be 
advisable,  or  it  may  not.  But  the  Senate  has  contended  for  that, 
while  the  House  has  not  passed  any  bill  containing  any  assurance 
beyond  the  60  years,  and  these  later  suggested  amendments,  which 
came  up  under  the  joint  letter  of  February  27,  1918,  the  major  por- 
tion of  them  deal  with  the  question  of  giving  them  a  toe  hold  beyond 
the  50  years,  and  deal  with  the  measurement  of  payment  at  the  time 
of  recapture  or  the  retaking  of  the  property,  ana,  of  course,  those 
who  have  studied  the  water-power  situation  know  those  are  the 
thirgi  that  need  close  scrutiny.  Mv  understanding  of  this  proposi- 
tion may  be  frail,  but  it  undoubtedly  is  a  departure  from  anytning 
we  have  agreed  to  heretofore,  and  I  would  like  to  have  you  look  at 
that. 

Secretary  Lane.  This  means  that  a  man  who  put  his  money  into 
the  proposition,  at  the  end  of  SO  years,  if  he  has  not  got  his  monej 
out  and  we  are  goirg  to  let  him  have  the  project  to  carry  on  again* 
should  be  protected  as  to  his  net  investment 

Mr.  Ferris.  In  another  part  of  the  bill  we  have  a  whole  page  de- 
voted to  the  definition  of  net  investment,  and  so  I  think  you  will 
need  to  read  that  in  connection  with  this  provision  in  order  to  ascer- 
tain what  is  meant. 

We  have  had  testimony  here  to  the  effect  that  these  bondholders 
feel  that  it  is  a  duty  upon  themselves  to  first  make  certain  their  first 
bond  issue,  and  secondly  they  feel  it  incumbent  upon  them  to  make 
certain  subsequent  bond  issues,  and  so  on,  ad  infinitum.  Of  course. 
this  bonding  question  goes  on  and  on  and  on.  and  the  licensing  ques- 
tion goes  on  and  on,  it  seems  to  me,  unless  tne  language  is  perfectly 
specific. 

Secretary  Lane.  You  would  not  say,  I  suppose,  if  the  Government 
dees  not  want  to  take  a  proposition  over — and  probably  the  Govern- 
ment would  want  to  take  it  over  if  it  was  a  very  successful  propo- 
sition— but  if  it  was  not  a  successful  proposition,  and  it  was  to  be 
turned  back  to  the  licensee,  that  if  he  had  not  gotten  his  money  out 
there  should  not  be  some  protection  given  to  him  in  the  future. " 

Mr.  Ferris.  I  do  not  want  to  get  into  an  argument  about  it  here. 
But,  supposing  at  the  end  of  50  years — and  there  is  no  watpr  power 
that  old  now,  the  first  plant  reaching  back  to  1890 — supposing  at 
the  end  of  the  original  50-year  license  period  the  license  becomes  so 
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obnoxious,  becomes  so  monopolistic,  and  becomes  so  heavy  handed 
in  the  conduct  of  its  business  in  connection  with  the  water  power 
that  the  public  is  determined  to  rid  itself  of  it.  It  seems  to  me  we 
should  have  no  misunderstood  phrases  in  this  bill  that  would  make 
our  ability  nil  to  get  it  away  from  him  and  let  some  one  else  have  it, 
even  if  the  Government  did  not  want  to  appropriate  the  money  out- 
right and  buy  it. 

Secretary  Lane.  Of  course,  there  is  but  one  answer  to  that  propo- 
sition. 

Mr.  Ferris.  Is  not  water  power  in  itself  a  natural  monopoly,  and 
must  we  not  so  recognize  it  because  it  is  only  at  certain  points  in  the 
topography  of  the  country  where  water  could  be  utilized  to  generate 
electricity.  So  that  in  the  very  nature  of  things  we  must  grant  a 
natural  monopoly  to  these  people,  and  if  we  want  to  buy  back  that 
plant  on  a  fair  basis  at  the  end  of  50  years,  we  should  not  leave  any- 
thing in  the  bill  which  would  give  them  any  kind  of  a  toe  hold  be- 
yond 50  years. 

There  is  no  bonding  house  in  the  United  States  issuing  any  50-year 
bonds.  The  testimony  before  this  committee  shows  that  the  bonds 
rim  from  25  to  80  years,  and  that  will  almost  give  them  a  chance  to 
have  two  bond  issues  during  the  life  of  the  first  lease.  Then  to  give 
them  rights  that  extend  beyond  that  period  at  this  time,  with  elec- 
trical development  in  its  infancy,  is  something  that  I  personally  do 
not  want  to  do. 

Secretary  Lane.  I  do  not  suppose  that  the  situation  you  present 
will  develop.  I  hardly  think  it  would  develop,  but  I  would  say  that 
those  were  matters  that  must  necessarily  very  largely  turn  on  the 
judgment  of  the  commission,  and  the  Government  can  be  perfectly 
well  protected  if  you  have  a  straight  commission  in  handling  any 
matter  of  this  kind. 

Mr.  Ferris.  They  would  not  be  protected  if  we  write  phrases  into 
this  law  giving  them  certain  fixed  rights  which  neither  the  commis- 
sion, nor  a  court,  nor  Congress  can  overturn,  if  they  have  vested 
rights  carrying  them  beyond  30  years. 

Secretary  Lane.  I  do  not  know  what  net  investment  means,  but  I 
think  I  could  discover  it  if  it  were  necessary. 

Mr.  Ferris.  I  do  not  know  myself,  Mr.  Secretary. 

Mr.  Raker.  Mr.  Secretary,  is  there  any  possibility,  under  the  pro- 
visions of  this  bill,  even  with  the  suggested  amendments  or  the 
original  confidential  print,  that  at  the  end  of  50  years  the  Govern- 
ment does  not  have  absolute  control  to  end,  if  it  so  desires,  the  lease 
or  license? 

Secretary  Lane.  There  is  no  question  about  that.  At  the  end  of 
50  years  the  Government  has  the  right  to  take  over  the  proposition 
itself  and  end  it. 

Mr.  Raker.  There  is  no  overright  or  right  extending  beyond  50 
3 ears  of  any  kind  or  class? 

Secretary  Lane.  The  only  thing  is  what  Mr.  Ferris  has  just 
mentioned. 

Mr.  Raker.  Does  that  extend  beyond  50  years?  If  the  Govern- 
ment terminates  the  license  the  licensee  has  no  claim  and  he  can 
not  say,  "  I  have  a  right  under  this  law  to  go  further  than  50  years 
in  order  to  recoup  myself,  or  otherwise."  That  has  been  my  under- 
standing of  it.    I  have  looked  for  the  provision,  but  I  can  not  find  it. 
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Mr.  Hamilton.  Mr.  Secretary,  I  understood  you  to  say  that  as 
between  the  original  licensee  and  another,  assuming  there  is  a  licensee 
who  is  a  bidder  at  the  end  of  50  yeai'S,  as  between  him  and  the  other 
bidder,  you  would  give  the  preference  to  the  licensee  ? 

Secretary  Lane.  At  the  same  figure. 

Mr.  Hamilton.  Would  you  give  that  preference  to  the  original 
licensee,  assuming  that  the  other  bidder  was  a  municipality? 

Secretary  Lane.  I  do  not  think  I  would. 

Mr.  Hamilton.  There  seems  to  be  some  confusion  about  that. 

Secretary  Lane.  It  may  be  at  the  end  of  50  years  we  will  have 
this  country  split  up  into  great  electrical  districts  and  there  will  be 
municipal  corporations  of  a  peculiar  kind.  I  should  hope  that  would 
be  so,  and  I  would  say  the  preference  should  be  given  to  that  electri- 
cal district. 

Mr.  Hamilton.  In  your  original  statement  that  was  not  considered, 
and  it  occurred  to  me  that  it  should  be  presented  to  you. 

Secretary  Lane.  These  things  are  primarily  public  utilities-  The 
people  are  entitled  to  the  power  that  is  generated  from  these  waters, 
and  we  make  use  of  private  corporations  as  a  method  by  which  they 
can  be  developed,  and  cause  no  embarrassment  to  ourselves,  politi- 
cally, socially,  and  economically,  and  be  better  developed.  As  soon 
as  the  public  can  take  these  things  over  and  put  its  own  money  into 
them,  then  the  public  ought  to  do  it,  providing  the  public  will  get 
as  good  service  as  they  did  before.  But  until  that  time  comes,  we 
want  these  things  privately  developed,  as  practically  all  public  utili- 
ties have  been  developed  in  the  United  States  by  private  enterprise 
and  private  capital.  As  long  as  things  are  not  standardized  so  that 
the  public  can  be  assured  of  securing  good  service  under  govern- 
mental ownership,  they  should  remain  in  private  control.  But  when 
they  are  standardized  and  the  good  service  can  be  assured,  then  they 
should  be  turned  over  to  the  Government,  if  the  pople  w^ant  to  put 
their  money  in  it. 

The  Chairman.  If  you  put  in  a  rigid  provision  of  law  requiring 
at  the  expiration  of  the  lease  that  the  original  licensee  should  have 
a  right  to  get  another  license,  would  not  that  prevent  any  bidding 
against  him,  inasmuch  as  competitive  bidders  could  not  bid  anyway  ? 

Secretary  Lane.  I  do  not  think  so. 

The  Chairman.  Unless  the  bids  were  secret. 

Secretary  Lane.  We  can  have  it  so  that  the  bids  w^ill  be  accepted 
at  a  certain  time.  We  could  just  simply  say  here  is  a  water-power 
proposition,  and  bids  are  to  be  put  up  at  a  certain  time,  and  this  can 
be  done  as  those  thinjgs  are  done  now,  and  you  can  take  it  at  the 
highest  price  that  is  offered.  If  he  was  not  w-illing  to  take  it  at  that 
price,  he  w^ould  not  get  it ;  and  then  the  other  fellow  would  get  it. 

The  Chairman.  As  I  remember  it,  it  was  the  statement  of  Mr. 
Merrill  in  explaining  this  bill  that  there  was  not  any  thought  of  reve- 
nue, and  that  the  charge  of  10  cents  was  only  to  cover  the  administra- 
tion costs. 

Secretary  Lane.  I  do  not  think  that  should  obtain  50  years  from 
now. 

The  Chairman.  If  that  is  the  case  there  will  be  no  high  or  low 
money  bid,  and  the  licensee  would  simply  get  it. 
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Secretary  Lane.  My  own  judgment  is  twofold  on  that  proposition, 
first,  that  it  is  a  very  proper  thins  to  get  revenue,  and  it  will  be  a 
verv  proper  thing  to  get  revenue  irom  these  powers. 
Tfhe  Chairman.  That  is  my  own  position. 

Secretary  Lane.  In  the  far  future,  it  seems  to  me,  it  will  be  a  very 
proper  thing  to  get  revenue  from  these  powers,  looking  a  couple  of 
generations  nence,  which  is  quite  the  far  future,  as  far  as  I  am  con- 
cerned. But  there  is  another  proposition  that  I  think  should  be  care- 
fully considered,  and  that  is,  instead  of  making  this  a  competitive 
proposition  in  reference  to  the  amount  of  money  that  is  paid,  you 
can  make  it  a  competitive  proposition  upon  the  principle  or  the  low- 
ness  of  the  rate  which  can  oe  charged,  and  that  is  a  great  deal  better 
thing  for  the  country  than  to  make  it  competitive  on  the  basis  of  the 
amount  of  money  paid.  If  they  have  been  selling;  power  for  4  mills, 
and  there  is  real  competition  as  to  whether  it  shall  be  sold  for  2  mills, 
and  somebody  comes  in  and  says,  "  I  will  sell  the  power  for  2  mills,'' 
that  man  ought  to  have  it. 

The  Chairman.  I  took  that  same  view  in  reference  to  making  it  a 
rigid  period  of  50  years.  I  do  not  think  that  it  is  a  proper  thing  be- 
cause some  company  might  offer  to  make  the  improvement  for  a  40 
years'  license,  and  tliere  is  no  use  in  forcing  50  years  upon  the  Govern- 
ment if  it  can  get  it  done  for  a  less  period. 

Mr.  Haugen.  Mr.  Secretary,  would  it  not  be  safe  to  trust  the 
justment  and  wisdom  and  integrity  of  Congress  50  years  hence  to 
determine  what  terms  and  conditions  should  oe  invoked  in  the  terms 
of  the  new  lease? 

Secretary  Lane.   Yes. 

Mr.  Haugen.  Wliv  should  we  legislate  now  and  tie  Congress  up 
f4)r  all  time  to  comes 

Secretary  Lane.  I  do  not  think  Congress  will  be  any  less  liberal 
50  years  from  now  that  it  is  now. 

Mr.  Haugen.  Can  we  not  trust  to  the  wisdom  of  Congress  50  years 
hence  to  determine  what  is  to  be  done,  and  is  it  necessary  at  this  time 
to  tie  down  future  Congresses  as  to  the  length  of  the  license? 

Secretary  Lane.  I  think  you  have  to  take  one  question  into  con- 
sideration there,  too.  That  is  whether  tliese  people,  who  are  willing 
to  put  in  their  money  now,  need  some  assurance  as  to  a  guarantee 
at  the  end  of  that  period. 

Mr.  Hai  (iEN.  Why  do  they  not  need  it  at  the  end  of  future  years, 
as  well  as  at  the  end  of  50  years? 

Secretary  Lane.  Perhaps  that  suggestion  has  no  validity;  perliaps 
it  is  not  of  any  value. 

Mr.  Haugen.  The  question  is  whether  it  should  be  made  for  a 
certain  term  or  made  perpetual.  If  you  siiy  it  can  be  renewed  for 
certain  definite  periods,  that  makes  it  a  perpetual  lease,  it  seems 
to  me. 

Secretary  Lane.  I  would  not  think  so.  I  think  you  have  got  to 
say  that  if  the  Government  wants  a  project  for  itself  or  another 
licensee,  this  comes  to  an  end  at  the  end  of  50  years  and  then  we  start 
with  a  new  deal. 

Mr.  Hai'gen.  If  we  fix  the  terms  now  you  start  with  a  new  deal. 
My  idea  would  be  that  the  contract — and  this  license  is  a  contract — 
should  be  made  for  50  years,  and  at  the  end  of  50  years  that  termi- 
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nates  the  contract,  and  then  we  must  trust  to  future  Congresses  as  to 
what  terms  shall  be  fixed  for  the  renewal  of  the  license. 

Secretary  Lane.  Do  not  tie  the  hands  of  the  generations  to  come, 
I  should  say  that  is  a  wise  policy. 

Mr.  Taylor.  We  might  put  a  clause  in  this  bill  to  the  effect  that 
their  rights  shall  be  at  a  xuture  time  determined  by  the  then  exist- 
ing law,  and  trust  that  to  future  Congresses. 

Mr.  Haugen.  Somebody  expressed  some  doubt  about  the  judgment 
of  future  Congresses,  but  I  am  willing  to  trust  their  judgment  as 
much  as  the  judgment  of  the  present  Congress. 

Secretary  Lane.  There  must  be  a  certain  comity  between  the  Con- 
gresses. 

Mr.  La  Follette.  I  do  not  think  the  idea  that  Mr.  Haugen  wished 
to  convey  has  been  brought  out.  We  have  had  the  question  as  to 
whether  if  the  Government  did  not  take  it  over  or  no  new  licensee 
would  come  in,  what  the  terms  should  be  for  the  new  lease  and 
occupant. 

The  question  was  brought  up  here  that  you  had  fixed  a  certain 
term,  far  enough  in  the  distance  so  that  they  could  refund,  and  that 
is  the  question,  the  fixing  of  the  date  when  they  can  refund  and  sell 
their  bonds  again,  and  there  is  a  question  in  the  minds  of  some  here 
as  to  whether  they  shall  be  given  any  specific  time  beyond  the  50 
years,  and  it  has  been  brought  out  here  by  some  of  the  witnesses  that 
they  could  not  refund  under  conditions  like  that.  What  is  your  idea 
about  that? 

Secretary  Lane.  I  ^ould  say  the  safe  and  wise  course  to  pursue 
there  is  that  this  thing  should  be  made  terminable  at  the  end  of  the 
period  if  the  Government  wants  a  project  for  itself  or  another 
licensee  without  any  holdovers. 

Mr.  La  Folleitb.  That  is  not  terminating  it  at  all.  It  is  only  in 
case  the  Government  does  not  take  it  or  any  other  licensee^  whether 
or  not  there  shall  be  a  fixed  term  so  that  the  occupant  can  refund  and 
sell  his  bonds  to  good  advantage.  It  was  brought  out  here  that  it  was 
necessary  for  it  to  be  fixed  now  in  order  to  protect  people  who  loan 
their  money  the  first  time.  They  would  not  want  to  oe  left  up  in 
the  air  at  the  end  of  that  time  so  that  they  would  not  know  whether 
they  were  going  to  get  their  money  or  not.  If  they  were  sure  it 
would  terminate  at  tnat  time,  there  would  be  no  Question  about  it. 

The  question  was  as  to  whether  the  term  would  be  fixed,  so  that 
they  could  bid  on  these  bonds  and  buy  these  bonds  and  have  a 
chance  to  refund  and  continue.  The  question  that  has  been  brought 
up  here,  and  I  think  that  is  the  question  Mr.  Haugen  had  in  mtind. 

Mr.  Haugen.  I  think  we  all  agree  that  it  is  necessary  to  wind  up 
the  business,  and  that  can  be  taken  care  of  in  another  way.  If  we 
determine  to  terminate  the  license  at  the  end  of  50  years,  it  v^ould 
be  necessary  to  have  6  or  10  years  in  which  to  wind  up  the  business. 

Secretary  Lane.  The  question  is  whether  you  can  now  tell  that. 

Mr.  Haugen.  The  question  is  when  is  the  license  terminated,  and 
I  think  the  Secretary  has  made  the  matter  entirely  clear. 

The  Chairman.  We  are  very  much  obliged  to  you,  Mr.  Secretary. 

Department  of  the  Interior, 

Washington,  March  28,  1918. 
Mt  Dear  Mr.  Ferris  : 

I  haye  again  been  uver  the  amendments  printed  In  italics  In  the  committee 
•>rint  of  the  proposed  House  substitute  for  Senate  bill   1419.  and   find   onlv 
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two  whloli,  in  uiy  opinion,  are  of  particular  importance.  In  order  to  clearly 
gra>*)  their  puiixjse,  a  few  moments*  study  of  the  defiuitloa  of  "net  Invest- 
ment '*  on  line  6,  page  6,  will  be  necessary. 

At  the  end  of  the  iieri<Hl  of  the  lease,  be  it  50  years  or  less,  the  lessee  will 
have  either — 

(1)  Amortized  his  entire  investment,  and  bo  will  expect  to  receive  no  payment 

for  his  plant.  • 

(2)  l*artly  amortized  his  investment,  and  so  will  expect  to  receive  payment 

only  for  what  has  not  been  amortized,  if  the  Government  takes  It  or 
transfers  it  to  a  new  licensee. 

(3)  Will  not  have  amortized  his  Investment  and  will  expect  payment  therefor 

on  the  basis  of  "  actual  legitimate  original  cost  thereof  as  defined,"  etc., 

less  the  sum  of — 

(a)  Any  unappropriated  surplus, 

(6)  Aggregate  credit  balances  of  current  depreciation  accounts, 
(c)    Aggregate   appropriations  expended   for  extensions   or  better- 
ments, 

in  case  the  Government  takes  it  or  transfers  it  to  a  new  licensee. 

The  third  alternative  will  be  that  usually  encountered  because  most  State 
public  utility  commissions  are  not  likely  to  permit  rates  to  be  charged  in  an 
amount  sufficient,  after  paying  interest,  to  amortize  the  cost  of  the  original 
project,  much  less  the  cost  of  later  extensions. 

With  the  above  dearly  in  mind,  lines  17  to  24  on  page  21,  which  have  been 
stricken  out,  are  merely  a  repetition  of  what  has  already  been  included  in  the 
definition  of  "  net  investment "  beginning  on  line  6,  page  6,  where  it  Is  said 
that  "net  Investment"  in  a  project  means  the  ''actual  legitimate  original  cost 
thereof"  etc.  Should  there  be  any  doubt  about  the  matter,  I  would  suggest 
that  the  words  '*  net  Investment "  be  substituted  for  the  words  "  fair  value  ** 
in  line  17,  page  21,  and  that  as  so  amended  lines  17  to  24  on  page  21  be  re- 
placed in  the  bill. 

With  regard  to  lines  17  to  21  on  page  22.  the  intention  is  to  recognize  the 
fact  that  If  at  the  end  of  a  lease  period  the  United  States  Government  does  not 
take  over  a  property  nor  does  the  Government  turn  it  over  to  a  new  licensee, 
the  Government  will  recognize  the  fact  that  there  may  exist  a  **  net  Invest- 
ment "  in  the  property  which  has  been  made  by  the  original  lessee  and  will 
determine  what  to  do  with  the  property  having  that  fact  in  mind.  In  other 
words,  that  th?  Government,  If  it  does  not  want  the  property  itself  and  can 
not  secure  another  satisfactory  lessee,  will  not  Impose  such  terms  on  the  old 
lessee  for  a  continuance  of  the  lease  as  will  wipe  out  his  investment  In  whole 
or  in  part.  In  short,  if  the  old  lessee  is  to  get  a  renewal  he  will  secure 
it  on  no  worse  terms  than  would  another  lessee.  For  It  Is  to  be  remembered 
that  a  new  lessee  would  have  to  purchase  under  the  terms  of  the  law  the  old 
lesi^ee's  **  net  Investment."  If  the  Government  takes  the  property  It  must  pay 
him ;  if  another  lessee  Is  given  the  lease  he  must  pay  him.  If  neither  Is  done, 
I  see  no  reason  why  the  new  license  should  not  recognize  that  there  Is  an 
investment  which  has  not  been  canceled.  The  amendment  does  not  state 
what  the  terms  of  a  new  lease  to  the  original  le.ssee  shall  be  or  what  a  fair  re- 
turn on  his  •*  net  Investment  "  shall  be  50  years  hence.  It  means,  in  my  opinion, 
that  if  the  Government  does  not  make  use  of  the  proj(*ct  In  any  other  way.  It 
will  recognize  the  fact  that  the  original  les.see.  who  will  then  be  required  to 
continue  to  operate  the  property  or  to  abandon  It,  may  still  have  a  "  net  Invest- 
ment,** which  shall  not  be  taken  from  him  without  payment  as  provided  In  the 
bill,  or  'by  the  Imposition  of  conditions  by  the  Government  Itself  which  will 
impair  the  *'  net  investment  "  remaining. 

In  relation  to  the  jn-ovisions  of  section  Gu  as  amended,  I  assume  that  your 
only  doubt  Is  as  to  whether  the  (Jovornmeut,  If  It  does  not  care  to  take  the 
property  Itself  or  does  not  turn  it  over  to  a  now  licensee,  should  allow  the 
original  license**  to  continue  operating  under  appropriate  conditions.  Most  cer- 
tainly we  can  not  contemplate  the  cessation  of  operations  of  the  property,  the 
withdrawal  6f  the  service,  and  the  dislocation  of  the  industry  which  would 
result  from  the  shutting  down  of  the  projwt.  The  operations  must  be  con- 
tinued by  somebody.  If  the  (Jovernment  does  not  wish  to  do  this  itself,  or  does 
not  wish  to  find  or  can  not  find  another  licensee,  tliere  is  no  one  to  continue  the 
operations  excei)t  the  original  licensee.  I  can  see  no  objection  to  a  provision  In 
the  bill  whi<-h  will  recognize  tlUs  condition.  For  example,  an  indelerminate 
license,  under  the  laws  of  Wlsc(msln,  <*an  be  ended  only  upon  payment  of  "just 
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compensation/*  a  term  which  includes  values  specifically  eliminated  from  "  net 
investment"  as  defined  in  the  bill.  Similar  provisions  exist  generally  in  the 
laws  of  other  States. 

I  know  of  nothing  in  the  bill  which  departs  from  the  principles  of  legislatloD 
adopted  on  former  occasions  by  the  House  of  Representatives. 
Cordially,  yours, 

FsANKUN  K.  Lane. 
Hon.  Scott  Ferris, 

House  of  Representatives. 

Mr.  Tatlor.  Mr.  Chairman,  the  governor  of  the  State  of  Colorado, 
and  I  83  a  representative  of  the  principal  water-power  district  of  the 
State,  and  a  number  of  prominent  people  in  our  State  have  asked 
Mr.  Dawson  to  represent  our  State  in  these  water-power  hearings, 
•and  to  speak  for  the  State  of  Colorado. 

The  Cjhairman.  We  will  be  very  glad  to  hear  Mr.  Dawson  now. 

STATEMENT  OF  MB.  CLYDE  C.  DAWSON,  OF  DENVEE,  COLO. 

Mr.  Dawson.  Mr.  Chairman  and  members  of  the  committee.  My 
name  is  Cl^de  C.  Dawson;  my  post-office  address  is  First  National 
Bank  Building,  Denver,  Colo.  lam  a  lawyer,  engaged  in  the  general 
practice  of  law.  I  have  never  represented,  as  general  consul  or  as 
regular  attorney,  any  water-power  company.  1  have  acted  in  an 
advisory  and  consulting  capacity  for  a  numlJer  of  water-power  com- 

Eanies  and  have  consulted  with  their  representatives  during  these 
earings,  and  I  have  also  represented  a  number  of  such  companies 
in  litigated  cases.  I  appeared  as  of  counsel  and  took  part  m  the 
argument  of  what  has  been  referred  to  here  as  the  Utah  Power  cases 
in  the  Supreme  Court  of  the  United  States.  In  that  in^ance  I  ap- 
peared specifically  for  the  Beaver  Eiver  Power  Co.,  and  also  ^oke 
at  the  request  of  the  official  representatives  of  certain  States  for  some 
six  Western  States  in  regard  to  what  they  deemed  to  be  their  rights 
in  the  matter. 

I  do  not  wish,  however,  to  appear  before  this  committee  as  the 
representative  of  my  State.  It  is  true  the  governor  of  Colorado 
offered  to  give  me  a  letter  to  the  committee,  but  I  told  him  that  in 
view  of  the  fact  that  I  had  on  so  many  occasion^  represented  private 
power  companies,  I  would  not  take  advantage  of  his  kind  offer.  I 
prefer  at  this  time  to  appear  purely  as  an  individual  and  attorney, 
and  I  now  speak  in  that  capacity. 

Coming  from  the  State  of  Colorado,  and  having  been  a  resident 
of  that  State  for  more  than  40  years,  I  have  watched  the  proceedings 
here  with  interest  and  with  care,  first  because  of  the  importance  of 
the  subject  to  the  people  of  my  State,  and,  second,  in  the  hope  that  if 
I  should  conclude  to  say  anything  before  the  committee  I  might  by 
following  the  statements  of  other  witnesses  avoid  duplication. 

I  believe  most  of  the  members  of  the  committee  know  that  the 
State  of  Colorado,  together  with  many  of  the  other  public-land 
States,  has  for  many  years  opposed  what  is  commonly  known  as  the 
leasing  or  permit  system.  I  have  been  one  of  those  who  has  taken 
that  position,  and  up  to  the  time  of  the  adverse  decision  in  the  Utah 
Power  cases,  I  did  all  I  could  to  prevent  legislation  affecting  the  re- 
sources of  the  Western  States  which  should  be  based  upon  the  leasing 
or  permit  theory.  I  think,  however,  that  my  judgment  is  sufficiently 
good  to  know  when  I  am  beaten,  though  I  have  been  told  that  I  do 
not  alwavs  realize  that. 
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At  the  time  of  the  Western  water-power  conference,  which  was 
made  up  of  representatives  of  the  Western  public-land  States,  held 
in  Portland,  Oreg.,  in  1915,  I  then  said,  if  the  matter  could  be  de- 
ferred as  to  the  passing  of  a  leasing  or  permit  bill  until  after  the 
decision  of  the  Supreme  Court  in  the  Utah  cases,  that  if  that  de- 
cision were  adverse,  I  would  then  advise  the  people  of  my.  State  and 
all  of  those  with  whom  I  came  in  contact,  that  it  was  the  proper 
thing  for  us  to  join  with  those  with  whom  we  had  formerly  been  in 
opposition  and  lend  our  best  endeavor,  consideration,  and  thought  to 
the  securing  of  the  best  water-power  bill  that  could  be  had,  even 
though  such  bill  might  be  based  upon  the  leasing  or  permit  system ; 
this  in  order  that  the  great  water-power  resources  of  the  country 
might  be  developed,  thus  saving  coal,  oil,  labor,  and  transportation* 
facilities. 

In  line  with  this  the  Civic  and  Commercial  Association  of  Denver 
recently  approved  referendum  No.  24,  bearing  on  water-power  de- 
velopment, sent  out  by  the  United  States  Chamber  of  Commerce.  I 
was  a  member  of  the  committee  which  favorably  reported  upon  this 
referendum  to  the  association,  and  among  other  things  the  report 
said: 

We  beUeve  that  the  position  heretofore  taken  by  the  Denver  Chamber  of 
Commerce,  a  predecessor  of  this  body,  and  the  Colorado  State  Legislature, 
against  what  is  commonly  called  the  leasing  or  permit  system,  was  the  correct 
position;  that  the  development  of  the  water  power  of  the  country  is  of  vital 
importance  to  the  welfare  pf  the  country ;  that  the  general  recommendations  of 
the  special  committee  of  the  United  States  Chamber  of  Commerce,  as  embodied 
in  the  referendum  submitted  are  much  more  liberal  and  fair  than  many  of  the 
bills  upon  the  subject  heretofore  introduced  in  Congress,  and  if  carried  into 
law,  would  probably  result  In  the  development  of  an  appreciable  amount  of  the 
available  water  power  of  the  country.  We,  therefore,  recommend  that  this 
association  cast  its  affirmative  vote  upon  all  the  questions  submitted  in  said 
referendum   No.   24. 

The  association  which  approved  of  this  referendum  has  in  excess 
of  3,000  members,  is  the  successor  to  the  Denver  Chamber  of  Com- 
merce, which,  at  different  times  had  gone  on  record  as  opposed  to  the 
leasing  or  permit  system,  and  the  approval  of  this  referendum  shows 
the  spirit  of  compromise  now  evidenced  by  our  people  in  the  hope 
that  something  may  be  done. 

A  comparison  of  this  referendum  with  the  bill  here  under  consid- 
eration, if  the  same  be  amended  in  some  few  important  particulars 
as  has  been  suggested,  will  show  that  the  bill  is  in  accord  with  the 
views  expressedoy  the  special  committee  of  the  United  States  Cham- 
ber of  Commerce  and  submitting  the  questions  contained  in  the  ref- 
erendum to  the  various  commercial  organizations  throughout  the 
country. 

I  limit  what  I  have  to  say  to  the  situation  in  the  public-lands 
States,  and  say  nothing  in  reference  to  the  navigable  streams  of  the 
country,  as  that  is  a  subject  with  which  I  am  unfamiliar. 

The  Chairman.  There  is  no  navigable  river  involved  in  Colorado, 
is  there? 

Mr.  Dawson.  No.  The  State  of  Colorado,  by  its  legislature,  had 
at  various  times  put  itself  upon  record  by  the  adoption  of  resolu- 
tions opposing  the  leasing  or  permit  system.  The  Chamber  of  Com- 
merce of  Denver  and  other  commercial  bodies  of  Colorado  had  done 
the  same  thing,  and  the  delegation  sent  to  the  water-power  confer- 
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ence  of  the  Western  States  held  in  Portland  in  1915,  voted  solidly 
for  the  resolutions  which  were  adopted  by  that  conference  by  a 
vote  of  28  to  7.  Those  resolutions  correctly  express  what  was  the 
Colorado  view  and  what  was  the  view  of  a  majority  of  the  dele- 

fates  from  the  Western  States  at  that  time.  So  as  to  show  you  how 
ar  we  are  willing  to  go  in  the  hope  of  securing  a  workable  bill, 
and  how  glad  we  are  to  help,  I  ask  to  have  these  Portland  resolu- 
tions, which  are  short,  incorporated  into  the  record  as  a  part  of  my 
remarks. 

The  Chairman.  That  may  be  done. 

Mr.  Dawson.  I  would  also  like  to  have  included  in  the  record 
this  short  preliminary  statement  that  goes  with  the  resolutions,  as 
explanatory  of  the  composition  of  the  body  which  adopted  them 
and  the  number  of  States  represented. 

The  Chairman.  That  may  be  inserted  in  the  record  as  part  of 
your  remarks. 

Mr.  Dawson.  From  these  Portland  resolutions,  you  will  see  that 
we  of  the  West  believe  that  these  rights  of  way  for  the  development 
of  the  water-power  resources  of  the  country  should  be  given  freely 
and  without  restrictions,  believing,  as  Secretary  Lane  said  this 
morning,  that  you  might  almost  anord  to  put  a  premium  upon  the 
development  of  the  water  powers  of  the  country. 

This  being  our  attitude,  I  am  in  favor  of  every  jimendment  that 
has  been  offered  here  which  goes  to  a  liberalization  ^f  the  terms  of 
the  bill.  In  this  category  are  such  amendments  as  those  offercnJ  by 
Mr,  E.  K.  Hall,  Mr.  Henry  J.  Pierce,  and  Mr.  John  A.  Britton. 
You  can  readily  understand  that,  as  I  have  sat  here  from  day  to  day 
listening  to  each  amendment  proposed,  and  as  I  have  conferred  with 
the  various  gentlemen,  many  of  whom  I  never  saw  before,  I  have 
been  and  am  ready  to  join  them  in  urging  the  adoption  of  those 
things  which  will  make  the  bill  more  liberal,  for  the  reason  that  it 
will  then  more  nearly  accord  with  our  life-time  notions,  and  further 
that  we  believe  that  every  restriction  you  remove  means  more  de- 
velopment, and  development  is  what  we  want  under  strict  regulation. 

We  have  a  utility  commission  in  my  State,  and  we  will  undertake 
to  regulate  this  octopus,  if  there  be  such  a  thing,  if  we  can  just  get 
it  to  put  the  money  in  development  in  our  State.  We  will  tell  it 
what  kind  of  service  it  should  lurnish,  and  what  it  should  charge  for 
it,  and  we  will  tax  its  property  for  the  maintenance  of  our  institu- 
tions. 

Mr.  Hamilton.  Do  you  think  it  would  regard  that  as  a  threat  or 
an  invitation? 

Mr.  Dawson.  It  possibly  might  regard  it  is  a  threat,  but  we  would 
go  softly  with  the  big  stick  until  we  got  it  there. 

With  ths^t  preliminary  statement,  Mr.  Chairman,  I  have  three 
amendments  to  the  bill  1  would  like  to  suggest. 

I  believe,  ^o  far  as  the  first  one  is  concerned,  you  will  practically 
all  agree,  because  I  have  noted  that  a  number  of  members  of  the 
committee,  as  well  as  many  of  the  witnesses,  have  suggested  that 
subsection  (h)  of  section  9,  page  14,  was  not  happily  expressed, 
either  as  originally  drawn,  or  as  amended  in  the  committee  print. 
It  does  not  correctly  state  what  it  attempts  to  state,  but  I  have  not 
heard  anybody  try  to  put  in  words,  that  which  would  correct  it,  and 
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therefore  I  will  endeavor  to  make  a  suggestion  that  may  covet  the 
situation. 

Mr.  Ferris.  What  is  your  objection  to  it? 

Mr.  Dawson.  To  the  phraseology.  I  suggest  on  page  14,  section  9, 
strike  out  subdivision  (b)  and  insert  the  following  in  lieu  therof  : 

Satisfactory  evidence  tluit  tlie  iipplicnnt  lins  compUed  witli  tlie  requirements 
of  the  laws  of  the  State  or  States  within  which  the  proposed  project  is  to  be 
locatefl  with  respect  to  the  initiation  of  a  right  to  appropriate,  divert,  or  use 
water  fur  power  purposes,  and  with  such  other  laws  of  the  State  or  States 
within  which  said  proposed  project  is  to  be  located  as  may  govern  those  en- 
gaged in  developing,  transmitting,  or  distributing  hydroelectric  power, 

Mr.  Raker.  Why  not  put  in  also  irrigation  purposes,  and  then 
you  have  the  whole  thing  in  there  ? 

Mr.  Dawson.  If  you  will  permit  me,  Mr.  Raker,  I  do  not  think 
that  ought  to  go  in  at  this  place.  I  think  the  question  vou  have  been 
raising,  if  you  will  pardon  me  for  saying  so,  is  covered  by  the  broad 
western  term,  "  for  all  other  beneficial  purposes."  I  am  an  irriga- 
tion man  first,  last,  and  all  the  time. 

The  Chairman.  You  think  it  is  beneficial  use? 

Mr.  Dawson.  I  know  it  is  under  the  laws  of  my  State,  and  has 
been  so  held  in  the  United  States  Supreme  Court.  I  have  been  in 
irrigation  litigation  many  years.  I  was  in  the  Kansas-Colorado 
case,  which  is  somewhat  of  a  celebrated  case,  and  took  part  in  the 
argument  of  that  case  in  the  Supreme  Court. 

Then  I  would  like  to  suggest,  Mr.  Chairman  and  gentlemen,  that 
there  be  added  two  additional  sections,  which  I  have  numbered 
"27A"  and  "27B,"  because  they  follow  section  27.  I  think  they 
are  both  of  quite  considerable  importance.  I  think  gentlemen  who 
have  had  experience  with  the  Senate  in  the  past  will  realize  that 
there  are  certain  gi'oups  of  people  from  the  Western  States  who 
would  be  very  much  shocked  it  the  first  one  of  these  suggested 
amendments  was  left  out  of  the  bill.  The  first  additional  section 
which  I  suggest  is  as  follows: 

Sec.  27A.  That  nothing  1^  this  net  shall  be  so  construed  as  to  affect  the 
appropriation  and  use  of  wf\t^r  for  beneficial  purposes,  other  than  navigation, 
under  the  authority  of  the  ri^np^ctlve  States. 

That  has  been  in  almoj>t  'every  bill.  I  have  listed  a  few  of  the 
bills  in  which  a  similar  provision  appears.  Some  of  the  numerous 
acts  in  which  the  State's  right  to  control  waters  of  the  State  are 
reserved  are  the  following:  Act  of  March  3,  1891  (sec.  18),  26  Stat., 
1095;  act  of  February  26,  1897,  29  Stat.,  599;  act  of  June  4,  1897, 
30  Stat.,  11;  act  of  June.  IT,  1902,  32  Stat,  388;  reclamation  act, 
sec.  8;  act  of  February  1,  1905,  33  Stat.,  628. 

I  think  if  this  is  inserted  it  will  relieve  the  bill  of  a  great  deal  of 
objection.  You  know  we  are  pretty  tender  about  the  control  of  the 
appropriation  of  water  in  the  Western  States. 

The  other  amendment  which  I  have  to  suggest,  and  wliich  I  have 
numbered  27B,  reads  as  follows: 

27B.  That  the  provisions  of  this  net  shall  be  llberallj-  construed  and  ad- 
minlstere<i.  in  order  to  efToctunte  its  purpose  and  to  enrmirajro  the  development 
and  utilization  of  the  water  resources  of  the  United  States  and  of  the  resi>ective 
States. 

The  reason  I  make  that  suggestion,  Mr.  Chairman  and  gentlemen 
of  the  committee,  is  this :  We  have  felt  in  the  West  that  we  have  not 
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been  jso  much  handicapped  by  the  legislation  which  Congress  wrote 
upon  the  statute  books  in  regard  to  the  utilization  of  our  water 
resources,  water  for  power  development  or  irrigation,  as  we  have  by 
what  we  considered  a  narrow  and  restrictive  construction  put  upon 
the  acts  by  the  departments  charged  with  their  administration. 

Then  there  is  another  reason  for  this,  and  that  is  when  this  com- 
mission is  created  thev  will  probably  appoint  some  capable  man,  a 
man  who  has  knowledge  of  the  general  situation,  such  knowledge, 
for  instance,  as  has  been  displayed  by  Mr.  Merrill,  in  charge  of  the 
work,  who  ought  to  have  statutory  authority  and  direction  for  a 
liberal  administration  of  the  act.  Then  we  know  that  the  courts 
have  always  held  that  in  a  grant  from  the  Government  to  an  individ- 
ual that  grant  will  be  strictly  construed  in  favor  of  the  Govern- 
ment. I  think  the  court  ought  to  be  given  by  this  statute  to  under- 
stand that  it  was  the  desire  of  Congress  that  the  act  be  liberally  con- 
strued for  the  purpose  of  effectuating  the  objects  stated  therein,  and 
therefore  I  make  that  suggestion. 

Mr.  Hamilton.  Is  not  that  amendment  so  flexible  that  it  might  be 
ineffectual  ? 

Mr.  Dawson.  Of  course,  anything  might  be  ineffectual 

Mr.  Hamilton  (interposing).  I  say,  it  might  be  ineffectual. 

Mr.  Dawson.  I  say,  anything  may  be  ineffectual,  because,  of 
course,  we  do  not  always  have  the  puttinjg  of  the  stuff  in  the  man's 
head  that  is  charged  with  its  administration. 

Mr.  Hamilton.  Precisely,  and  a  very  narrow  man  may  con- 
sider himself  verv  liberal. 

Mr.  Dawson.  1  know  of  no  way  to  go  further.  If  you  can  go 
further,  I  would  thank  you  for  the  suggestion.  I  think  it  would 
help  the  man  who  was  fearful  of  his  powers  to  do  the  right  thing* 
if  such  a  section  were  added. 

Mr.  Eaker.  It  would  be  unfortunate  if  you  should  get  one  of 
these  two-by-four  fellows  to  administer  such  a  law. 

Mr.  Dawson.  Yes;  but  it  would  be  much  more  unfortunate  if 
you  did  not  have  something  in  the  law  to  tell  him  that  he  could  be 
as  liberal  as  the  Lord  would  allow  hiiu-  under  his  temperamental 
.  limitations. 

Mr.  EscH.  Is  there  any  statute  you  refer  to  that  contains  such  a 
precision  as  you  ask  for? 

Mr.  Dawson.  There  are  such  statutes,  but  I  have  not  had  or 
taken  the  time  to  look  them  up.  The  thing  that  brought  it  to  my 
mind  was  that  in  some  case  I  had  in  Colorado  under  some  statute, 
I  remember  there  was  a  provision  that  said  that  the  statute  should 
be  liberally  construed. 

Mr.  EscH.  That  is  a  State  statute  ? 

Mr.  Dawson.  Yes. 

Mr.  EscH.  Not  a  Federal  statute.  Do  you  recall  any  Federal 
statute  that  contains  such  a  provision  ? 

Mr.  Dawson.  I  have  no  recollection  of  any  at  this  time. 

The  preliminary  statement  and  resolutions  referred  to  by  Mr. 
Dawson  are  as  follows: 

Portland  Resolutions  Adopted  at  the  Western  States  Water  Power 

COJ^FERENCE.  PORTLAND,  OREG.,  SEPTEMBER  23.  1915. 

From  Thomas  Jefferson's  Autobiography : 

It  is  not  by  the  consolidation  or  oonceutration  of  powers,  but  by  their  dis- 
tribution that  good  government  is  effected. 
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Were  not  this  great  country  already  divided  Into  States,  that  division  must 
be  made  that  each  might  do  for  Itself  what  concerns  itself  directly,  and  what 
it  can  so  much  better  do  than  a  distant  authority? 

Every  State  is  again  divided  into  counties,  each  to  take  care  of  what  lies 
within  its  local  bounds;  each  county  again  into  townships  or  wards,  to  manage 
minuter  details;  and  every  ward  into  farms,  to  be  governed  each  by  Its  indi- 
vidual proprietor. 

Were  we  directed  from  Washington  when  to  sow,  and  when  to  reap,  we  should 
soon  want  bread. 


James  Madison  in  the  Federalist: 

The  powers  delegated  by  the  proposjed  constitution  to  the  Federal  Govern- 
ment are  few  and  defined.  Those  which  remain  in  the  State  governments  are 
numerous  and  definite.  The  former  will  be  exercised  principally  on  external 
objects,  as  war.  peace,  negotiation,  and  foreign  commerce;  with  which  last  the 
power  of  taxation  will,  for  the  most  part,  be  connected.  The  powers  reserved 
to  the  several  States  will  extend  to  all  the  objects  which,  in  the  ordinary  course 
of  affairs,  concern  the  lives,  liberties,  and  properties  of  the  people,  and  the  in- 
ternal order,  Improvement,  and  prosperity  of  the  State. 


Justice  Matthews,  of  the  United  States  Supreme  Court,  118  U.  S.,  356,  360 : 

When  we  consider  the  nature  and  the  theory  of  our  institutions  of  govern- 
ment, the  principles  upon  which  they  are  supposed  to  rest,  and  review  the  his- 
tory of  their  development  w^e  are  constrained  to  conclude  that  they  do  not  mean 
to  leave  room  for  the  play  and  action  of  purely  personal  and  arbitrary  power. 


Western  States  Water  Power  Ck)NFERENCE — How  It  was  Called  and  Why. 

On  February  20,  1915,  the  Legislature  of  the  State  of  Oregon  adopted  a  joint 
memorial  in  which,  among  other  things,  it  was  resolved  to  invite  the  governors 
of  the  western  or  public-land  States,  together  with  five  delegates  from  each  of 
said  States  to  attend  a  conference  in  the  city  of  Portland  **  for  the  purpose  of 
declaring  in  more  specific  detail  the  principle  which  the  water-power  and 
public-land  States  of  the  West  deem  a  just  and  equitable  basis  for  developing 
their  resources." 

The  governor  of  Oregon,  Hon.  James  Withycombe,  was  selected  by  the  legis- 
lature as  chairman  of  the  Oregon  delegation,  and  two  delegates  were  selected 
by  the  senate  and  two  by  the  house  of  representatives  of  said  State.  The  gov- 
ernor of  Oregon  was  directed  to  "  appoint  the  time  for  such  conference  in  ac- 
cordance with  the  desires  of  the  several  States." 

Pursuant  to  this  action  of  the  Oregon  Legislature,  delegates  were  appointed 
from  the  several  States  mentioned  in  the  resolutions,  and  the  conference  was 
held  in  the  city  of  Portland  on  September  21,  22,  and  23,  1915. 

The  official  name  given  to  the  meeting  was  "  Western  States  Water  Power 
Conference."  However,  as  shown  by  the  provision  of  the  resolutions  above 
quoted,  the  meeting  was  intended  to  have  a  broader  scope  than  the  development 
of  water  power,  and  to  cover  generally  the  development  of  the  resources  of 
these  States. 

This  general  purpose  was  obvious  and  was  at  once  perceived  by  all  of  the 
delegates.  And  deeper  than  any  question  of  material  advancement,  and  un- 
derlying it,  the  delegates  recognized  that  it  was  a  matter  of  vital  necessity 
that  these  States  should  be  preserved  in  the  exercise  of  their  local  powers  over 
their  own  local  governmental  affairs. 

It  was  felt  that  the  fact  that  the  Federal  Government  still  holds  the  technical 
title  to  large  tracts  of  vacant  land  in  these  States,  with  the  iwwer  and  duty  of 
making  needful  rules  and  regulations  for  disposing  of  the  same,  should  not  be 
allowed  to  obstruct  or  in  any  way  Interfere  with  the  legitimate  exercise  by  these 
States  of  their  governmental  powers  to  declare  what  uses  are  public  within  their 
borders  and  to  provide  for  the  establishment,  operation,  and  regulation  of  such 
uses. 

It  was  realized  that  if  the  Fe<leral  Government  could  exercise  governmental 
functions  over  the  Internal  affairs  of  these  States  merely  because  of  its  tern- 
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|)orary  i)roi>rietoi*shli)  of  vnoaiit  land  situatwl  therein,  these  States  wouhl  be 
subjected  to  the  arbitrary  c-ontrol  of  distant  bureaus,  their  industrlai  progress 
would  i)e  arrested,  their  equality  with  the  original  States  in  these  respects 
would  be  taken  away,  an<l  that  a  government  of  men,  in  whose  selection  they 
would  have  no  choice,  would  be  substitute<l  for  a  government  of  laws  enacteil 
by  their  own  representatives. 

The  preservation  of  our  dual  form  of  government — ^the  Nation  exercising  its 
powers  over  mitional  affairs  commltteed  to  It  by  the  Constitution,  and  tlie 
States  exercising  their  constitutionally  reserved  powers  over  their  own  Internal 
policy  and  development — was  recognlze<i  as  a  matter  of  first  Importance,  not 
only  for  the  sake  of  the  States  as  component  parts  of  the  Union,  but  for  the 
sake  of  the  Union  Itself. 

After  three  days'  deliberation,  during  which  a  number  of  Instructive  and 
illuminating  addresses  were  delivered,  the  conference  adopted  resolutions  by 
the  decisive  vote  of  28  to  7. 

The  resolutions  are  set  forth  In  the  following  pages : 

RESOLUTIONS   OF   THE   CONFERENCE. 
[Adopted  Thursdaj,  Sept.  23,  1915.] 

Whereas  the  new  States  admitted  Into  the  Union  are  of  necessity  upon  an  equal 
footing  In  all  respects  whatever  with  the  original  States ;  and 

Whereas  each  State  has  full  jurisdiction  over  all  lands  within  Its  borders,  in- 
cluding the  be<ls  of  streams  and  other  waters ;  and 

Whereas  the  owiiershlp  by  the  Federal  Government  of  the  technical  title  to 
vacant  public  land  within  a  State  does  not  confer  upon  the  Federal  (k»v- 
ernment  any  greater  or  other  governmental  powers  th-an  it  po.ssesses  within 
the  original  States*;  and 

Whereas  the  long-established  and  sound  policy  of  the  Uniteil  States  with 
respect  to  the  disimsition  of  Its  unappropriated  public  lands  Is  opposeil  to  the 
making  of  n  direct  revenue  tlierefrom,  beyond  the  exi)ense  Incident  to  the 
surveying,  classification,  and  disposing  of  such  lands,  but,  on  the  contrary, 
that  said  policy  is  intended  to  encourage  and  promote  the  settlement  and 
development  thereof:  and  that  any  act  of  Congress  or  any  administrative 
interpretation  thereof,  which  is  not  in  harmony  with  this  nollcy,  does  an 
Injustice  to  the  new  States  by  placing  them  on  an  unequal  footing  with  the 
original  States,  and  by  discouraging  and  preventing  the  settlement  of  such 
new  States  and  the  development  of  their  resources ;  and 

Whereas  the  vacant  land  belonging  to  the  Federal  Government  constitutes 
two-thirds  of  the  area  of  the  States  represented  In  this  conference,  and 
amounts  to  more  than  twice  the  area  of  the  thirteen  original  States ;  and 

Whereas  the  vacant  lands  belonging  to  the  Federal  Government  are  under  the 
law  exempt  from  taxation,  while  the  burden  of  maintaining  local  government 
over  their  entire  area  rt»sts  upon  the  States;  and 

AA'hereas  the  maintenance  inviolate  of  the  constitutional  equality  of  the  States? 
of  the  I^nion  is  essential  to  that  balance  of  power  on  which  the  perfection 
and  endurance  of  our  political  fabric  depend,  and  to  the  harmonious  operation 
of  the  scheme  upon  which  the  Republic  was  organized :  Now,  therefore,  be  it 

Resolved,  That  we  are  unalterably  opposed  to  any  legislation  which  is  In 
conflict  with  the  fundamental  principles  above  declared. 

Resolved,  That  the  States  have  the  constitutional  right  and  power  to  control 
and  regulate  the  appropriation  and  use  of  the  waters  within  their  boundaries 
for  all  beneficial  purposes  except  navigation,  and  also  the  right  and  power  to 
control  and  regulate  the  rates  and  service  of  their  public  utilities. 

Resolved,  That  we  are  opposed  to  any  policy  that  looks  toward  Imposing  the 
system  of  leasing  generally  upon  the  public  domain  for  the  reason  that  such 
system  is  contrary  to  the  spirit  of  our  free  Institutions  and  would  retard  the 
development  of  the  resources  of  the  States  In  which  there  Is  still  any  public 
land. 

Resolved,  That  In  view  of  what  we  believe  to  be  administrative  misconstruc- 
tion of  existing  legislation,  we  are  in  favor  of  a  declaratory  act  by  Congress 
recognizing  and  acknowledging  that  the  proprietary  Interest  of  the  United 
States  In  the  vacant  land  within  the  States  Is  subject  to  the  Jurisdiction  and 
eminent  domain  of  those  States  for  all  uses  which  are  declared  by  the  laws  of 
those  States  to  be  public  uses  and  which  are  so  essential  to  the  development, 
well-being,  and  prosperity  of  those  States. 
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Resoh^ed,  That  the  purposes  of  encouraging  the  development  and  utilization 
of  the  natural  resources  of  the  country  by  private  enterprise  which  actuated 
Congress  In  the  enactment  of  the  rlght-<)f-vv'ay  acts  of  July  26,  1866,  and  March 
3,  1891,  and  In  the  enactment  of  the  acts  of  March  3,  1877,  and  June  4,  1897, 
making  all  nonnavlgable  waters  on  public  lands,  Including  forest  reservations, 
free  for  appropriation  for  beneficial  uses,  should  actuate  Congress  to-day  in  the 
enactment'  of  any  further  legislation  upon  these  subjects. 

Resolved,  That  any  legislation  of  Congress  the  purpose  or  effect  of  which  is 
to  substitute  arbitrary  or  discretionary  authority  of  executive  officials  4'or  the 
fixed  rules  of  law  governing  the  administration,  sale  or  other  disposition  of 
public  lands  and  reservation  and  rights  of  way  over  the  same,  will  be  unwise 
and  inconsistent  with  the  spirit  of  our  Constitutlcm. 

Resolved,  That  we  are  opposed  to  ownership  ov  control  either  direct  or  in- 
direct by  the  United  States  Government  of  Intrastate  public  utilities. 

Western  States  Water  Power  Conference. 
William  Spry,  Chairman. 
C.  C.  Chapman,  Secretary. 

BASIS   of   recitals    IN    RESOLUTIONS. 

These  resolutions  are  base<l  upon  fundamental  principles  of  our  Government, 
and  commend  themselves  to  the  sound  reason  and  common  sense  of  the  Ameri- 
can people. 

The  language  of  the  first  recital,  relating  to  the  equality  of  the  States,  is 
ba.sed  upon  the  language  used  in  cessions  of  their  territory  by  the  original 
States  to  the  Unitevl  States,  upon  the  acts  of  admission  of  new  States  into  the 
l^nlon,  upon  the  Constitution  Itself  and  repeated  decisions  of  the  Supreme  Court 
of  the  United  States. 

The  second  recital  is  in  the  words  of  the  opinion  of  Justice  Brewer  in  the 
case  of  Kansas  v.  Colorado  (206  U.  S.,  46). 

The  third  recital,  is  in  line  with  numerous  decisions  of  the  Supreme  Court 
of  the  Uniteil  States. 

The  fourth  recital  Is  a  copy  of  a  resolution  unanimously  adopte<l  at  the 
conservation  congress  held  in  the  city  of  Washington  in  November.  1913. 

The  fifth  and  sixth  recitals  are  facts  about  which  there  can  be  no  dispute. 

The  seventh  recital  is  taken  partly  from  the  Republican  platform  In  1860 
and  partly  from  a  decision  of  the  Supreme  Court  In  the  case  of  Covle  r.  Smith, 
(221  U.  S.,  559). 

delegates  to  the  conference. 

Arizona. — Gov.  George  W.  P.  Hunt,  Phoenix ;  ♦Howard  S.  Reed,  Phoenix  ;  E.  F. 
Sanguinettl,  Yuma;  T.  A.  Rlordan,  Flagstaff;  Prof.  W.  H.  Lawrence,  Tucson; 
Alex  T.  Nelson,  Sacaton. 

California. — Gov.  Hiram  W.  Johnson,  Sacramento;  W.  A.  Johnstone,  Sandl- 
rnas;  ♦A.  E.  Chandler,  San  Francisco;  Irving  Martin,  Stockton. 

CoTX)RADo. — Gov.  George  A.  Carlson,  Denver;  ♦George  E  West,  Durango:  ♦A.  P. 
Ardourel,  Boulder;  ♦Clyde  C.  Dawson;  ♦Thomas  Tonge;^ David  R.  Elliott; 
♦W.  F.  R.  Mills. 

Idaho. — ♦Gov.  Moses  Alexander,  Boise;  ♦James  H.  Hawley,  Boise;  ♦John  W. 
Hart,  Menan ;  ♦Fred  W.  Berger,  ♦!.  E.  Rockwell,  ♦Dr,  J.  B.  Morris. 

Montana. — Gov.  Samuel  V.  Stewart.  Helena;  Henry  L.  Myers,  Hamilton; 
♦Thomas  J.  Walsh,  Helena ;  ♦J.  B.  Collins,  Miles  City ;  ♦Sam  D.  Go7.a,  Helena ; 
♦J.  B.  Erickson,  Kalispell. 

New  Mexico. — Gov.  William  F.  McDonald,  Santa  Fe;  N.  B.  I4iughlin,  Sn^ita 
Fe ;  E.  W.  Dobson,  Albuquerque ;  C.  M.  Bayne,  Raton ;  Joseph  Gill,  Clayton. 

Nebraska. — ♦George  Lyon,  Jr. 

Nevada. — ♦William  M.  Kearney,  Carson;  Key  Pittman,  Tonopah, 

North  Dakota. — Gov.  Louis  B.  Hanna,  Bismarck ;  ♦D.  V.  Moore,  *  John  O. 
Hanchett,  Harvey ;  James  F.  Randall,  Mlnnewaukon ;  H.  W.  Brantelin.  Wil- 
li ston. 

Oregon. — ♦Gov.  James  Wlthycombe,  Salem ;  ♦W.  Lair  Thomjison.  Lsikeview ; 
C.  S.  Hudson,  Bend;  ♦S.  B.  Huston,  Portland;  ♦Edgar  B.  Piper,  Portland. 

South  Dakota. — Gov.  Frank  M.  Byrne,  Pierre ;  S.  E.  Wilson.  Hot  Snriujr'^ : 
Chambers  Kellar,  Lead;  A.  J.  Plowman,  Deadwood ;  Mortimer  Crane  Brown. 
Spearflsh;  O.  E.  Farnhara,  Newell. 

Utah.— ♦Gov.  William  Srpy,  Salt  Kake  City ;  ♦Senator  Reed  Snu»ot ;  *H.  A. 
Wedgwood ;  ♦S.  A.  Bailey ;  ♦W.  D.  Beers,  Salt  Lake  City. 
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Washington. — ♦Gov.  Ernest  Lister,  Olyiupia;  ♦Phil  H.  Adams,  Ellensburg; 
•M.  C.  Harris.  Hoqulam;  ♦A.  H.  Imus.  Kalama;  ♦W.  V.  Wells,  Anacortes. 
Wyoming. — ♦Clarence  D.  Clark,  Evanston. 
Chairman  of  Conference,  Gov.  William  Spry,  Utah. 
Secretary  of  Conference,  C.  C.  Chapman,  Portland,  Oreg. 

SPEAKERS  AT  THE  CONl^RENCE. 

Following  are  the  speakers  Invited  by  the  governor  of  Oregon  to  addre«(s  the 
conference,  together  with  the  subjects  assigned.  Those  Indicated  with  an 
asterisk  were  unable  to  attend  In  person: 

Hon.  George  E.  Chamberlain,  United  States  Senator  from  Oregon. 

♦Hon.  John  D.  Works,  United  States  Senator  from  California. 

Hon.  John  H.  Roemer,  ex-chairman  Wisconsin  Railroad  Commission.  <'ln- 
cago.    Subject :  "  Term  of  Franchise  Proposed  In  Ferris  Bill." 

♦Hon.  William  E.  Borah,  United  States  Senator  from  Idaho. 

Mr.  Frank  H.  Short,  Fresno,  Cal.  Subject:  "Constitutional  Aspects  of  tlie 
Ferris  Bill." 

Mr.  John  C.  Ralston,  member  American  Society  of  Civil  Engineers,  Spokane. 
Wash.     Subject :  "  Water  Power  and  Its  Relation  to  National  Development." 

Hon.  Samuel  H.  Piles,  ex-Unlted  States  Senator,  from  Seattle,  Wash.  Sul»- 
Ject :  **  State  Ownership  of  Water  Power." 

Hon.  Reed  Smoot,  United  States  Senator  from  Utah.  Suhje<'t:  "  Ked«*nil 
Tax  on  Water  Power." 

♦Hon.  Oscar  W.  Underwood,  United  States  Senator  from  Alabiuna. 

♦Hon.  Wesley  L.  Jones,  United  States  eSnator  from  Washington. 

♦Hon.  Franklin  K.  Lane,  Secretary  of  the  Interior. 

♦Hon.  Llndley  M.  Garrison,  Secretary  of  War. 

♦Hon.  David  F.  Houston,  Secretary  of  Agriculture. 

Mr.  Henry  J.  Pierce,  of  Seattle,  Wash.  Subject:  "CoiMmercial  nrc-essity  nf 
Water-Power  Development." 

Mr.  S.  Z.  Mitchell,  president  Electric  I5ond  &  Share  Co.,  New   York  CUy. 
Subject:  "Why  Financing  Power  Development  Is  Not  Practicable  Whore  (Jov 
ernment  Land  Is  Involved." 

♦Mr.  Joseph  N.  Teal,  of  Portland,  Oreg. 

Mr.  John  H.  Finney,  American  Institute  of  Electrical  Engineering,  Wa.^h ins- 
ton,  D.  C. 

Mr.  Clyde  C.  Dawson,  of  Denver,  Colo.  Subject:  "  Developeil  Water  Powor— 
Ideal  Conservation." 

Hon.  Clarence  D.  Clark.  United  States  Senator  from  Wyoming.  Subji^i : 
"  Duties  of  Government  Towards  Development  of  the  W>st." 

Hon.  Clay  Tallman,  United  States  C<mnnlssioner  of  l*ubllc  Lands.  Department 
of  the  Interior. 

Hon.  Henry  S.  Graves.  Chief,  Unite<l  States  Bureau  of  Forestry,  Department 
of  Agriculture. 

Hon.  O.  C.  Merrill,  Chief  Engineer,  Bureau  of  Forestry,  Department  -of  Agri- 
culture. Subject :  "  Power  Development  on  National  Forests  an<l  Proi>os*Ml  Nt»\\- 
I^egislation." 

H(m.  Thomas  J.  Walsh,  United  States  Senator  from  Montana. 


AMENDMENTS   SirOGESTEI)   BY    MR.   CLYDE   C.   DAWSON,   OF  DENVER,    TO   "  PROPOSKH 


HOUSE   SUBSTITUTE  FOR    SENATE  BILL    1411> 


»t 


Washington,  D.  C,  March  26,  i9f!<. 

Amend  subdivision  (b)  of  section  9,  as  follows: 

Page  14,  lines  13  to  18,  inclusive,  after  the  word  "to"  in  line  13,  strike  out 
the  remainder  of  the  subdivision  and  Insert  the  following :  "  The  Initiation 
of  a  right  to  apropriate,  divert,  or  use  \vater  for  power  purposes  and  with  such 
other  laws  of  the  State  or  States  within  which  said  proposed  project  is  locate<1 
as  may  govern  those  engaged  in  developing,  transmitting,  or  distributing  hydnv- 
electric  power." 

As  amended,  the  subdivision  would  read  as  follows : 

"(b)  Satisfactory  evidence  that  the  applicant  has  compiled  with  the  require- 
ments of  the  laws  of  the  State  or  States  within  which  the  proposed  project  is 
to  be  located  wltli  respect  to  the  initiation  of  a  right  to  appropriate,  divert,  or 
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use  water  for  power  purposes  and  with  such  other  laws  of  the  State  or  States 
within  which  said  proposed  project  is  Iocate<l  as  may  govern  those  engaged  in 
developing,  transmitting,  or  distributing  hydroelectric  power." 

Amend  the  bill  by  inserting  after  section  27  a  new  section,  to  be  known  as 
section  27(a),  as  follows: 

*'  Sec.  27(a).  That  nothing  in  this  act  shall  be  so  construed  as  to  affect  the 
appropriation  and  use  of  water  for  l)eueflcial  purposes,  other  than  navigation, 
under  the  authority  of  the  respective  States." 

Amend  the  bill  by  inserting  after  section  27(a)  a  new  section,  to  be  known  as 
section  27(b),  as  follows: 

*•  Sec.  27(b).  That  the  provisions  of  this  act  shall  be  liberally  construed  and 
tid ministered,  in  order  to  effectuate  its  purpose  and  to  encourage  the  develop- 
ment and  utilization  of  the  water  resources  of  the  United  States  and  of  the 
respective  States." 

(Thereupon  the  committee  took  a  recess  until  2  o'clock  p.  m.) 

AFTER  RECESS. 

The  committee  reassembled  at  2  o'clock  p.  m.,  pursuant  to  recess. 
The  Chairman.  The  committee  will  come  to  order.     You  may 
proceed,  Mr.  Leighton.     Give  your  name  and  occupation. 

STATEMENT  OF  M.  0.  lEIOHTON,  CONSXTLTINO  ENOINEER,  WASH- 

INOTON,  D.  G. 

Mr.  Leighton.  My  name  is  M.  O.  Leighton,  consulting  engineer, 
with  offices  at  700  Tenth  Street,  Washington,  D.  C.  Prior  to  1913 
T  was  for  11  years  a  member  of  the  Geological  Survey,  and  from 
1906  to  1913  I  was  its  chief  hydrographer,  and  in  that  capacity  be- 
came familiar  with  the  water-power  conditions  pretty  generally 
throughout  the  country.  That  familiarity  has  been  supplemented 
in  a  very  practical  way  since  1913. 

That  which  I  had  prepared  myself  to  say  has  been  said  so  well  by 
previous  witnesses  that  I  will  not  indulge  in  repetition.  Mr.  Brit- 
ton,  Mr.  Pierce,  Hon.  F.  C.  Stevens,  Mr.  KrauthoflP,  and  Mr.  Hall 
have  covered  all  the  suggestions  that  occurred  to  me,  as  well  as 
some  which  did  not  occur  to  me  but  which  have  my  support. 

While  I  would  not  go  as  far  as  Mr.  Townley  did  in  asserting  that 
the  bill  that  is  before  you  will  not  permit  the  development  of  a 
large  number  of  water  powers,  I  can  not,  as  an  engineer  who  has 
become  more  or  less  familiar  with  the  steam-power-versus-water- 
power  question,  fail  to  appreciate  the  profound  engineering  point 
made  by  Mr.  Townley,  namely,  that  from  the  standpint  of  economy 
and  efficiency  steam  power  is  going  to  overshadow  hydroelectric 
power  to  a  degree  that  wull  astonish  the  layman.  Of  course  Mr. 
Townley  spoke  from  an  engineering  standpoint,  and  in  reviewing  his 
testimony  it  may  help  you  in  your  appraisal  of  his  statements  to 
know  that,  although  he  did  nol  mention  the  fact,  Mr.  Townley  is 
chairman  of  the  power  committee  of  the  engineering  council.  That 
council  is  far  and  away  the  highest  and  most  aumoritative  engi- 
neering body  in  the  world.  A  seat  in  that  council  is  secured  only  by 
actual  attainment  and  achievement,  and  the  seats  are  few  in  num- 
ber. In  fact,  a  seat  in  that  council  is  regarded  by  engineers  in  the 
same  way  that  lawyers  regard  a  seat  in  the  Supreme  Court  of  the 
United  States. 
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I  want  to  invite  your  attention  to  this  legislative  matter  from  an 
angle  which  strangely  enough  has  not  been  suggested  so  far  in  these 
hearing^.  Many  of  the  important  points  of  conjecture  which  have 
been  raised  by  the  members  of  this  committee  may  be  fully  satisfied 
by  an  examination  of  the  facts  in  hand.  I  recall,  for  example,  that 
Mr.  Ferris  has  on  two  occasions  suggested  that  it  is  a  long  step  from 
the  revocable  permit  under  the  act  of  1901  to  the  type  or  legislation 
that  is  before  you,  and  he  has  questioned  whether  it  would  not  be 
wise  and  sufficient  to  follow  a  middle  of  the  road  program.  My 
answer  to  that  is  that  such  a  program  has  been  followed  on  the 
navigable  streams,  with  results  so  definite  and  certain  as  to  admit 
of  no  argument.  I  am  going  to  ask  you  to  give  your  attention 
briefly  to  the  general  dam  act  of  1910  and  the  results  that  have  been 
achieved  under  its  provisions.  The  general  dam  act  provides,  among 
other  things,  for  an  affirmative  grant  for  a  period  of  50  years.  No 
provision  is  made  for  the  property  at  the  end  of  the  50  years.  It  also 
provides  for  the  payment  of  "  reasonable  value  " — ^and  I  quote  that- — 
"reasonable  value  exclusive  of  the  value  of  the  authority  or  fran- 
chise granted,"  if  at  any  time  during  the  period  of  the  grant  the 
propei-ty  is  taken  over  by  the  United  States. 

Now,  here  is  a  law  which  may  fairly  be  called  a  middle  of  the  road 
measure  between  the  revocable  permit  under  the  act  of  1901  and  the 
measure  that  is  before  you.  If  the  faith  that  has  been  expressed 
here  in  these  hearings  that  the  Government  will  not  take  over  the 
property  at  the  end  of  the  50  years,  and  that  consequently  a  renewal 
of  license  will  follow  as  a  matter  of  course — if  that  faith  furnishes 
a  stable  basis  of  financing,  then  there  ought  to  have  been  some  prog- 
ress under  the  general  dam  act  of  1910.  Moreover,  if,  as  has  be^ 
asserted  at  these  hearings,  a  water-power  property  can  be  amortized 
in  a  period  of  50  years,  then  experience  under  a  law  that  makes 
amortization  a  necessity  ought  to  throw  some  light  on  the  amortiza- 
tion question.  In  other  words,  there  is  no  need  of  conjecture  at  all 
concerning  many  of  the  important  questions  that  you  have  raised 
here  concerning  the  term  oi  license,  recapture,  and  financing;  and 
an  examination  of  the  general  dam  act  or  1910  and  the  accomplish- 
ments under  it  will  aflPord  a  conclusive  answer. 

The  facts  are  that  the  United  States  has  paid  a  huge  price  for  the 
lack  of  a  law  that  will  permit,  encourage,  and  promote  water-power 
development  on  the  navigable  streams.  The  data  that  I  shall  cite — 
and  they  are  all  obtained  from  official  sources — ^show  that  the  sub- 
jects of  controversy  and  the  doubts  and  fears  that  have  arisen  are 
of  small  importance  in  comparison  with  a  single  public  purpose  that 
would  be  enormously  advanced  by  the  passage  of  a  productive  water- 
power  law.  That  purpose  is  transportation.  Our  transportation 
needs  require  no  explanation.  The  situation  is  acute  and,  strangely 
enough,  has  been  foretold  for  more  than  10  years.  In  fact,  it  waV 
in  the  fall  of  1907  that  I  heard  the  late  Mr.  James  J.  Hill  predict  the 
present  situation  in  transportation  with  detail  and  accuracy  that 
now  seems  amazing. 

No  one  advocates  a  water-power  subsidy ;  but  if  values  be  weighed 
and  measured  as  we  are  accustomed  to  weigh  and  measure  them  in 
the  ordinary  and  honorable  course  of  legitimate  exchange,  it  ought 
to  be  perfectly  clear  that  the  United  States  could  better  afford  to 
pay  a  subsidy  than  to  adhere  to  its  present  policy  or  to  debate  fur- 
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ther  the  controversies  that  are  responsible  for  our  present  mechanical- 
power  crisis. 

The  United  States  had  paid  up  to  June  30,  1916,  to  establish  and 
maintain  navigable  waterways  in  the  rivers  and  harbors  of  the  coun- 
try $898,543,252.47.  Of  this  amount  there  has  been  spent  on  the 
nontidal  portions  of  our  rivers,  aggregating  about  18,500  mile& 
$277,000,000.  The  greater  portion  or  that  mileage  is  in  rivers  ana 
bajrous  of  low  slope  where  the  cost  per  mile  of  improvement  and 
maintenance  for  the  depths  achieved  is  relatively  low.  On  those 
parts  of  our  navigable  streams  which  by  reason  of  their  high  slope 
are  suitable  for  water-power  development,  a  total  length  of  4,200 
miles,  the  amoimt  expended  by  the  United  States  was  about  $71,- 
500,000.  Now,  it  is  an  astonishing  fact  that  on  hone  of  those  streams 
or  parts  of  streams  is  there  any  assured  navigable  capacity  such  as  is 
necessary  to  beget  confidence  in  and  habituaf  use  of  waterway  routes 
by  shippers,  except  along  those  stretches  where  the  United  States  or 
private  capital  nas  made  canalization  improvements.  Of  course 
these  navigation  projects  have  been  modifiea  from  time  to  time  and 
in  many  wavs,  with  an  ultimate  loss  of  a  very  large  sum  of  money. 
In  practically  every  case  the  reason  for  modification  or  abandonment 
has  been  that  the  ruling  navigable  depths  that  could  be  achieved  for 
a  reasonble  expenditure  were  not  sumcient  to  promote  or  to  make 
possible  the  productive  use  of  the  rivers  for  transportation. 

You  are  familiar  with  the  fact  that  these  rivers  of  high  slope  can 
be  improved  somewhat  by  the  so-called  open -channel  metiiods,  but 
the  only  way  by  which  they  can  be  made  to  give  an  assured  naviga- 
ble capacity  is  by  canalization;  that  is,  the  creation  of  a  series  of 
slack-water  pools  by  the  erection  of  dams,  and  through  which  dams 
the  boats  ascend  or  descend  via  locks. 

Canalization  costs  are  heavy.  Comparatively  few  rivers  promise 
enough  traffic  in  advance  of  improvement — and  there  is  the  crucial 
point — m  advance  of  improvement  to  warrant  the  necessary  expendi- 
ture. The  reports  of  the  War  Department  to  Congress  concerning 
the  advisability  of  improving  this  or  that  waterway  wind  up  with 
an  expression  tike  this : 

Aswureil  navigable  depths  on  this  river  can  not  be  secured  except  by  canaliza- 
tion, wliich  can  not  at  present  be  recommended  because  the  cost  will  be  greater 
than  the  now  apparent  benefit. 

The  United  States  has  expended  for  the  canalization  of  3,667  miles 
of  river  about  $132,400,000— equivalent  to  $36,000  a  mile.  Much  of 
the  mileage  is  on  streams  of  low  slope,  where  a  low  dam  will  create 
a  slack-water  pool  for  a  long  distance  upstream.  The  average  cost 
of  United  States  Government  work  on  streams  of  high  slope — streams 
having  water-power  sites — is  $193,000  a  mile. 

There  are  in  the  United  States  at  least  4,325  miles  of  river  channels 
included  in  present  existing  navigation  projects,  or  over  which  the 
Federal  Government  retains  jurisdiction  for  navigation  purposes,  on 
which  water-power  developments  could  be  made,  having  a  total 
capacity  of  at  least  10,200,000  horsepower.  I  have  those  all  listed 
here,  and  I  would  like  to  have  them  inserted  as  Appendix  A. 

The  Chairman.  They  are  only  on  the  navigable  streams  that  vou 
are  talking  about  now  ? 

Mr.  Lbighton.  Yes,  sir. 

The  Chairman.  I  would  be  glad  to  have  you  put  them  in. 
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(The  paper  referred  to  follows:) 
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Appendix  A. 

Rivers  or  parts  of  rivers  under  United  States  junsdiction  containing  icater- 
power  sites,  the  power  available,  and  the  mileaffe  of  canalized  watenoay  that 
could  he  secured  at  small  expense  to  the  United  States  Ti-easury  under  a  Jaw- 
that  would  encourage  pmccr  developtnent. 


RlTer. 


AUo^eny 

Chattahoochee.. 

Chippewa 

Cla&Fork 

CUnch 

Colombia.. 

Connooticut 

Coosa 

Comoerlaiid 

Des  Mollies 

Flint 

French  Broad.. 

Gasconade , 

Hiwassae 

Hdston 

James 

little  Tennessee 


Power 
available. 


Hontpower. 

1»,000 

138,000 

120,700 

1,110,000 

25,000 

4,408,000 

ao,ooo 

180,000 
26,800 

n,i50 

46,000 
207,000 
25.300 
85,100 
55,800 
95,400 
155,900 


Length  of 
waterway. 


HUM. 


231 

138 

165 

170 

136 

400 

23 

76 

71 

201 

78 

222 

107 

94 

142 

149 

84 


River. 


Upper  Mississippi 

Missouri 

New  and  Kanawha.. . 

Ouachita 

Potomac 

Rainey , 

Roanoke , 

St.  Croix  (Wisconsin) 

Savannah , 

Snake 

Susquehanna 

Tennessee 

White  (Missouri) 

WlscoDsin 

Yadkin 

ToUl 


Power 
available. 


Bonepowtr. 
140,000 
350,000 
410,000 

50,000 
102,700 

50,000 
127,500 

37,800 

78,700 
369,000 
546,000 
575,000 

54,600 
170,000 

48,500 


10,183,050 


Length  of 
waterway. 


Jfile«. 


14S 

179 

148 

00 

60 

85 

70 

36 

129 

140 

60 

273 

146 

200 

73 


4.334 


The  foregoing  list  does  not  include  all  streams  that  might  with  good  reason 
be  placed  there.     It  Is  de.slred  to  present  a  conservative  statement.     Details 
concerning  these  rivers  are  given  below.     For  purposes  of  uniform  presenta- 
tion, the  facts  have  been  set  down  systematically  in  the  following  order: 
(a)  Navigation  project: 

1.  Extent. 

2.  Distance. 

3.  Deptli. 

4.  Fall. 

5.  Cost  to  June  30,  1916. 

6.  Condition. 

7.  Power  resources. 

8.  Power  developments. 

9.  Developments  proposed. 

(&)  Above  navigation  project,  but  under  Federal  jurisdiction: 

10.  Extent 

11.  Distance. 

12.  Fall. 

13.  Navigation. 

14.  Water-power  resources. 

15.  Power  developments. 

16.  Navigation  benefits. 

17.  Proposed  power  projects. 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  expense 

by  the  adoption  of  a  water-power  law  that  would  permit  sound 
financing. 

19.  Government  estimate  of  the  cost  of  Improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers. 

20.  Remarks. 

ALLEGHENY    RrVER. 


(a)  Navigation  project: 

1.  Extent:  Pittsburgh  to  Rlmerton,  Pa. 

2.  Distance:  61  miles. 

3.  Depth :  4  to  7  feet  depth  during  75  i)er  cent  of  the  year.  Pittsburgh 

to  Natrona,  24  miles.    Final  project  depth  planned  to  be  7  feet 
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(fl)  SarigatUm  project — C'ontimiwl. 

4.  Pall:  92  feet 

5.  Cost  to  Jane  90,  1916,  $1,093,239.40  for  locks  and  dams,  $270,883.61 

for  openK'hannel  improvement 

6.  Condition:  Three  locks  and  dams  creating  slack  water,  Pittsburgh 

to  Natrona,  completed.  Five  more  are  to  be  constructed  whenever 
appropriations  are  made  therefor. 

7.  Power  resources:   67,000  horsepower.     The  proposed   lock-and-dam 

system  will  extend  from  Natrona  to  Rimerton,  37  miles  (Locks 
4  to  8,  Inclusive).  It  appears  feasible  to  construct  fewer  dams 
with  higher  lifts  along  this  section  and  thereby  to  encourage  pri- 
vate capital  to  erect  water-power  plants,  so  that  the  cost  to  the 
Grovernment  for  a  canalized  waterway  will  be  comparatively  small. 

8.  Power  developments:  None. 

9.  Developments  proposed :  Not  known. 

(&)  Abiyoe  navigation  project,  but  under  Federal  jurisdiction: 

10.  Ebctent:  Rimerton,  Pa.,  to  Olean,  N.  T. 

11.  Distance:  194  miles. 

12.  Fall :  594  feet. 

13.  Navigation:  Least  depths,  1-2  feet,  Natrona  to  New  York  State  line. 

Above  that  suitable  for  rafting,  etc.,  in  high-water  stages. 

14.  Water-power  resources:  122,000  horsepower. 

15.  Power  developments:  None. 
(c)   General: 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  expense 

by  the  adoption  of  a  water-power  law  that  would  permit  sound 
financing:  231  miles. 

19.  Government  estimate  of  the  cost  of  Improving  this  stretch  of  rivei 

for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers:  None  made  for  entire 
stretch.  For  Locks  and  Dams  4-8,  inclusive,  Natrona  to  Rimerton, 
37  miles :  $2,788,000. 

20.  Remarks:  A  canalized  waterway  6-7  feet  deep  through  this  section 

of  Pennsylvania  and  New  York  would  be  of  obvious  advantage, 
especially  if  it  could  be  secured  at  small  expense  through  power 
development.  While  it  is  true  that  a  continuous  slack-water  system 
throughout  the  entire  distance,  constructed  for  the  main  purpose 
of  water  power,  would  probably  not  be  completed  for  a  long  period, 
an  early  beginning  might  be  made,  and  each  step  In  the  process 
would  be  of  great  value.  There  are  abundant  storage-reservoir 
sites  in  the  basin  the  development  of  which  would  largely  inoreMs«* 
the  available  power. 

CHATTAHOOCHEE  BIVKR. 

(a)  Navigation  project: 

(None  yet  adopted  on  reach  here  discussed.) 
(6)  Above  navigation  project^  but  under  Federal  jurisdiction: 

10.  Extent:  Columbus  to  Atlanta,  Ga. 

11.  Distance:  138  miles. 

12.  Fall:  548  feet 

13.  Navigation :  None. 

14.  Water-iwwer  resources:  138,000  horsepower. 

15.  Power  developments:  Columbus,  Ga.,  three  deevlopments  just  above 

Columbus  Ga.,  aggregating  installation  of  36,426  horsepower. 

16.  Navigation  l>eneflts :  Pools  createil  which  constitute  the  beginning  of 

slack-water  navigation. 

17.  Proposed  power  projects:  All  of  the  sites  have  been  proposed  for 

development  by  various  parties  who  have  been  prevented  by  lack 
of  rational  legislation.    Creation  of  these  developments  would  pro- 
vide slack-water  navigation  throughout  the  entire  region. 
(c)   General: 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  expense 

by  the  adoption  of  a  water-power  law  that  would  permit  soun't 
financing:  138  miles. 
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(c)  General — Continued. 

19.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers:  None  reported. 

20.  Remarks:  This  stretch  of  river,  if  improved,  would  give  Atlanta  and 

other  Important  places  in  Georgia  a  navigable  outlet  to  the  sea. 
The  cost  for  navigation  benefits  alone  is  dls?)roportlonate.  Coopera- 
tion by  private  parties  under  a  law  which  affords  to  water-power 
projectors  a  substantial  basis  of  credit  Is  the  only  way  by  which 
these  great  navigation  benefits  can  be  realla&ed. 

CLARK  FORK  AND  PEND  D'OREILLE  RIVER. 

Under  Federal  jurUdiHion: 

10.  Extent:  Mouth  of  Flathead  River  to  Canadian  boundary. 

11.  Distance:  230  miles. 

12.  Fall :  1.800  feet. 

13.  Navigation:  Unnavlgable  except  in  Pend  d'Orellle  Lake  and  from 

NewTwrt,  Wash.,  to  Metalline  Falls,  Wash. 

14.  Water-power  resources:  1,110,000  horsepower. 

15.  Power  developments:  None. 

17.  Proposed  power  projects:  At  "Z'*  Cnnyon,  110,000  horsepower. 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  ex- 

pense by  the  adoption  of  a  water-power  law  that  would  permit 
sound  financing:  170  miles.  * 

19.  Government  estimate  of  the  cost  of  Improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  con.stnictlon  of  water  powers:  None  made. 

CHIPPEWA  RIVER. 

(a)  NaHgation  project: 

(Abandoned  In  1902.) 
(6)    Under  Federal  jurisdiction: 

10.  Extent :  Mouth  to  junction  east  and  west  branches. 

11.  Distance:  165  miles. 

12.  Fall :  510  feet  above  mouth  Eau  Claire  River;  106  feet  below  mouth 

Eau  Claire  River. 

13.  Navigation :   Passable  for  steamboats  up  to  Eau  Claire,  57  miles, 

except  at  low  stages. 

14.  Water-power  resources:  120700  horsepower, 

15.  Power  developments:  8,450  horsepower. 

16.  Navigation  benefits:  A  small  mileage  of  slack  water  has  been  ere^ 

ated,  but  It  has  only  local  navigation  value,  because  the  river  is 
not  completely  canalized, 
(c)   General: 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  ex- 

pense by  the  adoption  of  a  water-power  law  that  would  permit 
sound  financing:  165  miles. 

19.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  be  saved  by- 
private  construction  of  water  powers:  None  made. 

20.  Remarks :  Chippewa  River  Is  an  excellent  power  stream  and  the  sites? 

are  located  at  advantageous  distances,  so  that  practically  complete 
canalization  through  water-power  development  could  be  achieveil. 

CLINCH  nrvmL. 
(a)  Navigation  project: 

1.  Extent:  Mouth  to  Tennessee  State  line. 

2.  Distance:  192  miles. 

3.  Depth:   2  feet  from   mouth  to  Clinton    (60  miles);  1.5  feet   from 

Clinton  to  Walkers  Ferry  (66  miles)  ;  Walkers  Ferry  to  State  line 
(66  miles),  such  open-channel  Improvement  as  may  be  necessarv 
for  draft  navigation. 

4.  Fall :  258  feet  in  lower  136  miles. 

5.  Cost  to  June  30,  1916:  $61,296.96. 
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(a)  Narigution  project — CoiitinuwI. 

6.  Condition:   Project  deptlM  nut   maintained.     War   Department  has 

recommended  abandonment,  except  occasional  snagging. 

7.  Water-power  resources:  25,000  horsepower. 

8.  Power  developments:  None. 

17.  Proposed   power   projects:   The  Tennessee   Hydroelectric   Co.   peti- 

tioned the  Sixty-fifth  Congress,  first  session  (H.  R.  390),  for  per- 
mits to  construct  three  dams  on  this  river  for  power  purposes. 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  ex- 

pense by  the  adoption  of  a  water-iH>\ver  law  that  would  permit 
sound  financing:  136  miles. 

Id.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 
for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers:  $4,500,000. 

20.  Remarks:  The  War  Department  has  recommended  abandonment  of 
this  project,  because  the  small  depths  available  by  open-channel 
methods  are  not  sufficient  to  attract  commerce.  Radical  improve- 
ment Is  practicable  only  by  canalization,  the  cost  of  which  would 
exceed  the  navigation  benefits.  In  House  Document  532,  Sixty- 
fourth  Congress,  first  session,  the  department  states  In  connection 
with  the  development  of  water  power  that  it  is  believed  that  en- 
couragement should  be  given  to  any  power  company  which  desires 
to  construct  power  dams  on  the  river  above  Clinton  and  that  the 
only  necessary  provision  for  navigation  in  connection  with  such 
power  development  would  be  the  conservation  by  the  United  States 
of  the  right  to  construct  locks  in  connection  with  the  power  dam 
when  the  needs  of  commerce  demand  and  to  regulate  the  pool  levels 
after  the  locks  are  constructed  in  the  Interest  of  navigation. 

COLUMBIA  RIVEB. 

(a)  Navigation  project: 

1.  Extent:  Mouth  of  Snake  River  to  Canndlun  boundary. 

2.  Distance:  400  miles. 

3.  Depth :  Variable,  but  deep,  except  at  falls  and  rapids. 

4.  Fall :  1,090  feet. 

6.  Condition  r  Ample  depths  for  navigation  between  falls  and  rapids, 

which  occur  at  varying  distances  all  the  way  up  this  section  of  the 
river. 

7.  Water-power  resources:  4,408,000  horsepower. 

8.  Power  developments:  About  2,000  horsepower. 

9.  Developments  proposed :  About  1,000,000  horsepower  at  Little  Dalles, 

Kettle  Falls,  and  Priest  Rapids. 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  expense 

by  the  adoption  of  a  water-power  law  that  would  permit  sound 
financing:  400  miles. 

19.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river  for 

navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers:  $18,000,000  from  Canadian 
boundary  to  mouth  of  Okanogan.  This  estimate  was  made  in  1^8 
and  did  not  provide  for  adequate  development  of  water-power  re- 
sources. Under  the  present  scale  of  prices  for  construction  work, 
the  cost  of  improving  this  400-mile  stretch  for  safe  and  adequate 
navigation  would  be  not  less  than  $50,000,000. 

20.  Remarks :  This  international  waterway  has  enormous  power  resources 

and  it  traverses  a  region  rich  in  mineral  and  agricultural  resources. 
Its  large  flow  during  the  irrigation  season  renders  it  especially 
adaptable  for  Irrigation.  This,  together  with  the  water-power  and 
navigation  uses  should  all  be  developed.  The  water-power  interest 
alone  Is  suflflcient  to  warrant  private  capital  In  canalizing  long  sec- 
tions of  the  river,  a  part  of  which  improvement  would  be  accom- 
plished almost  immediately  if  Federal  authority,  unincumbered  by 
restrictions  that  make  financing  impossible,  could  be  secured  for 
erection  of  the  dams. 
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CONNXCnCUT  UTEB. 

(a)  Navigation  proiect: 

1.  Extent:  Hardford,  CJodil,  to  Hiriyoke,  Mass. 

2.  Distance:  85  miles. 

3.  Depth :  2  feet  Hartford  to  foot  of  Bnlleld  Rapids  (10.5  miles) ;  8  feet 

via  Windsor  Locks  and  Oanal  over  Bnfield  Rapids  (5  miles) ;  5  feet 
head  of  Bnfield  Rapids  to  Holyoke  (18  mUes). 

4.  Fall :  40  feet. 

5.  Cost  to  June  80,  1916:  $125,080.86. 

6.  Condition:  Depth  usually  maintained. 

7.  Water-power  resources:  80,000  horsepower. 

8.  Power  developments:  8,500  horsepower  developed  at  Windsor  Locks. 

0.  Developments  proposed :  Connecticut  River  Power  Ck>.  desires  to  erect 

80,000-horsepower  plant,  submerging  Bnfield  Rapids  and  providing 
slack-water  navigation.  Project  not  built  because  of  inability  to 
secure  consent  of  Ck>ngress. 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  expense 
by  the  adoption  of  a  water-power  law  that  would  permit  sound 
financing:  ^  miles. 

10.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 
for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers:  $2,080,000. 

20.  Remarks :  The  region  traversed  by  this  stretch  of  river  has  enormous 
resources.  The  War  Department  has  approved  a  proposal  to  create 
a  12-foot  channel  contingent  on  development  of  Enfield  Rapids 
power  by  private  parties.  Population  affected  (1010),  201«000: 
combined  value  of  manufactured  products  (1011),  $00,489,188; 
freight  tonnage  by  rail  (1012),  2,077,000  tons,  of  which  1,000,000 
tons  was  coal.  War  Department  estimates  financial  saving  from 
proposed  navigable  waterway  of  $200,(X)0  to  $800,000  per  year.  The 
Ck>nnecticut  River  Power  Co.  is  ready  to  do  its  part,  but  can  not 
secure  consent  from  CJongress. 

OOOSA  BIVEB. 

(a)  Navigation  project: 

1.  EbLtent :  Rome,  Ga.,  to  Lock  5,  below  Gadsden,  Ala. 

2.  Distance :  165  miles. 

8.  Depth:  4  feet  minimum. 
4  Fall  *  108  feet. 

5.  Cost  to  June  80,  1016:  $2,063,145.87. 

6.  Condition:  Project  82  per  cent  completed  and  4-foot  depth  usually 

maintained  by  open-channel  improvement  and  five  locks  and  dams, 
viz,  Mayos  Bar,  near  Rome,  Ga.,  lift  5.33  feet ;  No.  2,  lift  5.57  feet ; 
No.  3,  lift  12  feet ;  No.  4,  lift  8  feet ;  No.  5  (70  per  cent  completed), 
lift  10  feet. 

7.  Water-power  resources:  20,000  horsepower. 

8.  Power  developments:  None. 

0.  Developments  proposed :  River  and  harbor  act  of  February  27,  1011. 
authorized  the  Ragland  Water  Power  Co.  to  raise  Dam  No.  4  4  feet 
for  power  development  No  work  done  by  grantee  and  authority 
has  expired  by  limitation.  Stipulations  of  act  too  severe  and  work 
could  not  be  financed. 
(h)  Below  navigation  project,  but  under  Federal  jurisdiction: 

10.  Extent :  Lock  5  to  Wetumpka,  Ala. 

11.  Distance :  160  miles. 

12.  Fall :  830  feet 

18.  Navigation :  Impassable. 

14.  Water-power  resources:  About  180,0(X)  horsepower. 

15.  Power  developments:  Alabama  Power  Co.  at  Lock  12,  68-foot  head, 

70,000  horsepower  Installed. 

16.  Navigation  benefits:  Thirty  miles  of  slack-water  channel  are  ready 

for  navigation,  but  for  lack  of  similar  improvements  above  and  be- 
low this  improvement  is  not  utilized  for  such  purpose. 
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ib)  Beloir  narigation  projvvt,  but  nndcr  Federal  jurisdietion — Continued. 

17.  Proposed  power  projects:  A  plant  nt  Lock  13,  utilizing  64  feet  head 

and  creating  slack  water  for  an  additional  20  miles  would  have 
been  built  by  the  Alabama  Power  Co.  had  not  President  Taft 
vetoed  the  act  of  Congress  authorising  construction. 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  expense 

by  the  adoption  of  a  water-power  law  that  would  permit  sound 
financing,  106  miles. 

19.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  coukl  largely  be  saved  by 
private  construction  of  water  powers :  $11,000,000. 

20.  Remarks:    The    Government   has   abandoned    Its    formerly    adopted 

canalization  scheme  because  the  cost  is  believed  to  be  so  highly 
disproportionate  to  the  navigation  l>enefits.  The  Treasury  expen- 
diture would  he  comparatively  small  if  Congress  would  enact  a 
water-power  law,  the  terms  of  which  would  permit  projectors  to 
borrow  money  for  construi'tlon  purposes.  The  region  has  enor- 
mouN  i'e<'Ources  and  under  a  rational  water-iK>wer  policy  the  entire 
stretch  would  he  canallze<l  within  a  short  time. 

CUMBKHLAXD   BIVER. 

(a)  Navigation  projeet:  ' 

1.  Extent :  Mouth  to  Burnslde,  Ky. 

2.  Distance:  619  miles.  » 

3.  Depth:  4  to  6  feet. 

4.  Fall :  300  feet. 

5.  Cost  to  June  30, 1916:  $5,427,667.02. 

6.  Condition:  4  to  6  feet  maintained  by  15  locks  and  dams,  together 

with  certain  oi)en-channel  improvements. 

7.  Water-power  resources:  74,100  horsepower  through  canalized  section 

divided  into  small  units  on  account  of  low  lift  of  locks  and  dams. 
Development  at  present  probably  not  feasible,  but  holds  out  great 
promise  for  future  when  electric  power  will  be  in  great  demand. 

8.  Power  developments:  None. 

(b)  Above  navigation  projeet,  hut  under  Federal  jurisdiction: 

10.  Ehctent :  Burnslde,  Ky.,  to  Williamsburg,  Ky. 

11.  Distance:  71  miles. 

12.  Fall :  310  feet. 

13.  Navigation :  None,  except  at  high  stages. 

14.  Water-power  resources :  26,800  horsepowa*. 

15.  Power  developments :  None. 

17.  Proposed  power  projects:  Cumberland  Improvement  Co.  authorised 

by  Congress  to  construct  locks  and  dams  and  utilize  the  same  for 
water-power  purposes  between  Burnslde,  Ky.,  and  the  mouth  of 
Rockcastle  River.    Work  not  started. 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  ex- 

pense by  the  adoption  of  a  water-power  law  that  would  permit 
sound  financing:  71  miles. 

19.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers :  None  made. 

DES   HOINES  mVEB. 

(a)  Navigation  project: 

(Former  project  abandoned  In  1870.) 
<  6 )   Under  Federal  jurisdiction: 

10.  Extent:  Mouth  to  Des  Moines  city. 

11.  Distance:  201  miles. 

12.  Fall :  301  feet. 

13.  Navigation :  No  regular  traffic. 

14.  Wat<M*-po\v«»r  resources :  77,150  hourseiK»wer. 

15.  IVnver  (levHopiiipiits :    Insignificant. 

16.  Navigation  benefits:  None. 
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(6)  Under  Federal  juriadictiofi — Continued. 

17.  Proposed  power  projects :  The  Des  Moines  River  Power  Co.  applied, 

on  September  7,  1911,  to  the  Secretary  of  War  for  a  permit  to 
construct  14  dams  between  Des  Moines  and  St.  Francisville.  This 
permit  could  not  be  granted  because  the  river  Is  an  interstate 
stream  and  congressional  action  is  necessary  to  such  cases. 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  ex- 

pense by  the  adoption  of  a  water-power  law  that  would  permit 
sound  financing:  201  miles. 

19.  Government  estimate  of  the  coBt  of  improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers :  $10,875,000. 

20.  Remarks:  The  War  Department  has  reported   (H.  Doc.  1063.  62d 

Cong.,  3d  sess.)  on  a  plan  involving  cooperation  between  water- 
power  companies  and  the  United  States  proposing  the  construction 
of  17  dams  from  Des  Moines  to  St.  Francisville  and  a  lateral  canal 
from  St.  Francisville  to  the  mouth  of  the  river.  This  would  pro- 
vide for  a  channel  of  ultimate  least  depth  of  9  feet  and  is  recom- 
mended by  the  department,  contingent  upon  the  cooperation  of 
private  capital. 

n-TNT   BIVEB. 

(a)  Navigation  project: 

1.  Extent :  Mouth  to  Albany,  6a. 

2.  Distance :  103  miles. 

3.  Depth :  2  to  3  feet  least  depth. 

4.  Fall:  9  feet  Albany  to  Bainbridge  (74  miles) ;  18  feet  Bainbridge  to 

mouth  (30  miles). 

5.  Cost  to  June  30,  1916:  $411,593.40. 

6.  Condition:  3-foot  navigation  throughout  the  year,  mouth  to  Bain- 

bridge ;  2  to  2^  feet,  Bainbridge  to  Albany. 

7.  Water-power  resources :  Unimportant. 

8.  Power  developments :  None. 

(6)  Above  navigation  project ,  but  under  Federal  jurisdiction : 

10.  Extent :  Albany  to  Montezuma,  Ga. 

11.  Distance :  78  miles. 

12.  Fall :  125  feet. 

13.  Navigation:  Favorable   for   light-draft  boats  at   high   and   medium 

stages. 

14.  Water-ix>wer  resources:  46,000  horsepower. 

15.  Power  developments :  None. 

17.  Proposed  power  projects:  By  act  of  February  5,  1907,  the  Albany 

Power  &  Manufacturing  Co.  was  granted  permission  to  erect  a 
dam  at  Porters  Shoals,  in  Dougherty  CJounty. 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  ex- 

pense by  the  adoption  of  a  water-power  law  that  would  permit 
sound  financing :  76  miles. 

19.  Government  estimate  of  the  cost  of  Improving  this  stretch  of  river 
»  for  navigation  purposes,  which  expense  could  largely  be  saved  by 

private  construction  of  water  powers :  None  made. 

4  ■ 

FRENCH    BROAD   RIVER. 

(a)  Navigation  project: 

1.  Extent :  Mouth  to  Leadvale,  Tenn. 

2.  Distance :  69.5  miles. 

3.  Depth :  2i  feet. 

4.  Fall :  160  feet. 

5!  Cost  to  June  30,  191G:  $238,292.99. 

6.  Condition:  Project  depth  maititaineil  from  the  mouth  to  Da nd ridge, 

Tenn.    Uncertain  above  that  i>oint. 

7.  Water-power  resources :  48,000  horsepower. 

8.  Power  developments:  None. 

(b)  Above  navigation  project,  but  under  Federal  jurisdiction: 

10.  Extent:  leadvale  to  Ashevllle,  N.  C. 

11.  Distance:  74  miles. 

12.  Fall :  929  feet. 
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(ft)  Above  navigation  project,  but  under  Federal  jurisdiction — Continued. 

13.  Navigation:  Impassable   In   many   places.     The   former   navigation 

project  extended  from  Asheville  to  Bravard,  but  it  was  abandoned 
after  having  expended  $43,000,000. 

14.  Water-power  resources:  159,000  horsepower. 

15.  Power  developments:  5,000  horsepower  at  Marshall,  N.  C. ;  200  horse- 

power at  Asheville,  N.  C. 

16.  Navigation  benefits:  None. 

(c)   General: 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  ex- 

pense by  the  adoption  of  a  water-power  law  Uiat  would  permit 
sound  financing:  1.58  miles. 

19.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers:  None  made. 

20.  Remarks:  The  War  Department  recommended   (H.  Doc.  489,  64th 

CJong.,  1st  sess.)  that  the  United  States  should  encourage  t^e 
development  of  power  on  the  French  Broad  River,  requiring  locki 
with  power  dams  on  the  portion  below  Dandridge  and  reservatioos 
for  the  future  installation  of  locks  at  power  dams  above  Dandridge. 

OASCORADE    BIVKB. 

(a)  Navigation  project: 

1.  Bxtent :  Mouth  to  Arlington,  Mo. 

2.  Distance:  107  miles. 

3.  Depth:  2  feet  at  mean  low  water. 

4.  Fall :  131  feet. 

5!  Ck>st  to  June  30,  1916:  $201,076.74. 

6.  Ck)ndition :  Open-channel  methods  of  improvement  have  secured  proj- 

ect depth  except  at  certain  shoals  where  6  inches  is  the  ruliog 
depth  at  very  low  water.  During  recent  years  the  project  lias  been 
confined  to  the  lower  89  miles  of  river. 

7.  Water-power  resources :  25,800  horsepower. 

8.  Power  developments :  None, 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  ex- 

pense by  the  adoption  of  a  water-power  law  that  would  permit 
sound  financing:  107  miles. 

19.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers:  None  made. 

20.  Remarks:  This  improvement,  in  spite  of  its  obvious  Inadequacy,  has 

been  of  much  benefit.  There  are  practically  no  railroads  along  the 
river.    A  dependable  slack  water  system  would  be  of  advantage. 

HIWASSEB   BIVEB. 

(a)  Navigation  project: 

1.  Extent:  Mouth  to  Savannah  Ford. 

2.  Distance:  42  miles. 

3.  Depth :  2  feet  minimum. 

4.  Fall:  60  feet 

5.  Cost  to  June  30, 1916 :  $123,073.94. 

6.  Condition:  Project  depth  barely  maintained.    War  Department  has 

recommended  abandonment.  Depth  too  small  for  transportation 
and  cost  of  canalization  disproportionate  to  possUt>le  navigation 
benefits. 

7.  Water-power  resources:  7,800  horsepower. 

8.  Power  developments:  None. 

(6)  Above  navigation  project,  but  under  Federal  jurisdiction: 

10.  Extent :  Savannah  Ford  to  mouth  of  Notteley  River. 

11.  Distance:  42  miles. 

12.  Pall :  687  feet. 

13.  Navigation:  Impassable  except  at  high  and  medium  stages. 

14.  Water-power  resources:  77,300  horsepower. 

15.  Power  developments:  None. 

16.  Navigation  benefits:  None: 
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(c)  General: 

18.  Miles  of  nnvipihle  waterwiiy  that  might  be  created  at  private  ex- 

pense by  the  adoption  of  a  water-power  law  that,  would  permit 
sound  financing:  52  miles. 

19.  Government  entimate  of  the  coat  of  Improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  lie  savt^i  by 
private  construction  of  water  powers:  None  made. 

20.  Remarks:  The  War  Department   (House  Dck?.  405.  iUtU  C%>ng.,   1st 

sess.)  reports  as  follows:  "The  upper  portion  of  the  Hiwasaee  tama 
a  steep  slope  and  it  Is  quite  likely  that  power  companies  will  de- 
sire to  utilise  the  potential  power  of  the  stream.  It  is  believed 
that  such  power  development  should  be  encouraged  and  that  the 
only  provisos  for  navigation  which  need  be  made  are  to  haye  tbft 
power  dams  arranged  for  the  possible  fatore  construction  of  locks 
and  for  the  United  States  to  retain  the  right  to  construct  such 
locks  when  It  desires  to  do  so  and  to  regulate  the  pools  In  tbft 
interest  of  navigation. 

HOLSTON    BlVn. 

(o)  Navigation  project: 

(None  except  occasional  snagging  in  lower  portion.) 
(b)  Under  Federal  furisdiction: 

10.  Extent:  Mouth  to  Klngsport,  Tenn. 

11.  Distance:  142  miles. 

12.  Fall :  861  feet 

13.  Navigation:  None  except  occaKional  boat  at  favorable  stages.     Old 

project  abandoned. 

14.  Water-power  resources:  56^00  horsq^wwer. 

16.  Power  developments:  None. 

17.  Proposed  power  projects :  John  B.  Sanders  petitioned  the  Sixty-fourth 

CJongress  (H.  R.  11721)  for  permit  to  erect  dam  8  miles  northeast 
of  Rogersvllle,  Tenn. 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  ex- 

pense by  the  adoption  of  a  water-power  law  that  would  permit 
*  sound  financing:  140  miles. 

19.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers:  None  made. 

20.  Remarks :  The  annual  report  of  the  Chief  of  Engineers,  United  States 

Army,  for  the  year  1901,  states  that  Holston  River  lends  itself 
readily  to  improvement  by  dams  and  locks,  owing  to  high  banks 
and  rock  bottom ;  that  no  navigation  improvement  will  be  of  benefit 
on  this  river  unless  by  locks  and  dams;  that  conditions  are  such 
that  water  power  and  navigation  interests,  may  be  coordinated,  or. 
In  other  words,  that  the  improvement  of  the  water  powers  by 
private  capital  will  provide  for  through  navigation  at  a«iequate 
depths  at  only  nominal  expense  to  the  United  States. 

.TAMES  BIVER. 

(a)  Navigation  project: 

(None  in  reach  here  discussed.) 

(b)  Above  navigation  project,  but  under  Federal  jurittdiction: 

10.  Extent:  Richmond  to  Lynchburg,  Va. 

11.  Distance:  149  miles. 

12.  Fall :  510  feet. 

13.  Navigation:  None. 

14.  Water-power  resources:  95,400  horsepower. 

15.  Power  developments:  22,7(X)  horsepower. 

16.  Navigation  benefits:  None. 

17.  Proposed  power  projects:  Not  known. 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  ex- 

pense, by  the  adoption  of  a  water-power  law  that  would  permit 
sound  financing:  149  miles. 

19.  €k)vemment  estimate  of  the  cost  of  improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  would  largely  be  saved  by 
private  construction  of  water  powers :  None  mad^. 
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LITTLE  TENNESSEE  RIVER. 

(a)   Navigation  project: 

(None.) 
(l»)    Under  Federal  jurisdiction: 

10.  Extent:  Mouth  to  mouth  of  Nantahala  River. 

11.  Distiance:  84  miles. 

12.  Fall :  830  feet 

13.  Navigation :  Impassable  except  in  lower  portion. 

14.  Water-power  resources:  153,900  horsepower. 

15.  Power  developments:  In  progress  (see  17). 

17.  Proposed  power  projects:  Knoxville  Power  CJo.  is  prosecuting  plans 

to  develop  power  which  will  result  in  the  canalization  of  nearly 
all  this  reach  above  McGhee,  and  with  storage  and  installations  on 
tributaries  will  develop  in  excess  of  200,000  horsepower. 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  ex- 

pense by  the  adoption  of  a  water-power  law  that  would  permit 
sound  financing:  84  miles. 

19.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers:  None  made. 

20.  Remarks:  This  river  is  an  excellent  example  of  the  possibilities  of 

securing  canalized  waterways  largely  at  private  expense.  The 
actual  canalization  involved  in  the  water-power  project  of  the 
Knoxville  Co.  extends  beyond  the  limits  of  the  section  of  river 
here  discussed,  because  it  occupies  certain  tributaries  of  the  Little 
Tennessee. 

MIH6I.SSIPPI  RIVER    (AROVE  MINNEAPOLIS). 

(•)  Navigation  projects: 
Upper — 

1.  Extent:  Winnibigoshish  to  Pokegama. 

2.  Distance :  65  miles. 

3.  Depth :  8  feet  at  full  bank. 

4.  Fall:  17  feet 

0.  Condition:  Depends  on  amount  of  \yater  discharged  from  Pokegama 

and  Leech  Lakes. 

7.  Water-power  resources:  Variable  amounts  available  at  Winnibigo- 
shish and  Pokegama  Dams. 

9.  Developments  proposed :  There  is  a  demand  for  the  power  at  the  two 
(lams  above  named  as  Indicated  by  H.  R.  156,  Sixty-fifth  Congress, 
first  session,  authorizing  the  Secretary  of  War  to  grant  leases  for 
said  power  under  certain  conditions. 
Lotoer — 

1.  Extent:  Grand  Rapids  to  Bralnerd. 

2.  Distance:  180  miles. 

3.  Depth :  8^  feet  by  open-channel  improvement. 

4.  Fall :  98  feet 

5.  Cost  to  June  30,  1916:  $50,149.49. 

6.  CJondition:  Project  depth  attained. 

7.  Water-power  resources:  About  10,000  horsepower. 

8.  Power  developments:  5,398  horsepower. 

(5)  Between  navigaiion  projects  and  under  Federal  jurisdiction: 

10.  Extent:  Minneapolis  to  Brainerd. 

11.  Distance:  148  miles. 

12.  Fall:  361  feet 

13.  Navigation:  None. 

14.  Water-power  resources:  149,000  horsepower. 

15.  Power  developments:  77.100  horsepower  at  seven  developments. 

16.  Navigation  benefits:  Pools  created  at  the  several  dame  not  available 

for  navigation  because  i<«<)lated  from  lower  and  upper  portions  of 
river. 

17.  Proposed  power  projects:  Many  bills  have  been  lntro<lured  into  (Con- 

gress providing  authority,  but  few  have  been  passed,  and  those 
under  such  conditions  that  little  progress  has  l>een  made  in 
development. 
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(b)  Between  navigation  projevts  and  under  Federal  jurUtdictum — Ck>ntiiiaed. 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  expense 

by  the  adoption  of  a  water-power  law  that  would  permit  sound 
financing:  148  miles. 

19.  Government  estimate  of  the  cost  of  Improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers:  None  made. 

20.  Remarks:  The  central  portion  of  the  State  of  Minnesota  would  be 

provided  with  an  excellent  slack-water  navigation  system  con- 
necting with  the  improved  waterway  of  the  Mississippi  below  St. 
Paul  under  a  suitable  water-power  policy. 

NEW    BIVEB  (GREAT   KANAWHA). 

<s)  Navigation  project: 

(None  yet  adopted  on  reach  here  discussed.) 
(&)  Above  navigation  project^  but  under  Federal  jurisdiction: 

10.  Extent:  Pool  No.  2,  near  Mongomery,  W.  Va.,  to  Radford,  Va. 

11.  Distance:  148  miles. 

12.  Fall :  1,008  feet. 

18.  Navigation :  None.    Project  between  Radford  and  Hinton  abandoned 
since  1882.    Amount  expended,  $110,000. 

14.  Water-power  resources :  About  410,000  horsepower. 

15.  Power  developments :  11,750  horsepower  developed  at  Kanawha  Falls. 

16.  Navigation  benefits:  None. 

17.  Proposed  power  projects:  The  Narrows  Light  &  Power  Co.  appUetl 

to  the  Sixty-fourth  Ck)ngress.  first  session  (H.  R.  16469),  for  a 
permit  to  develop  at  Narrows  Falls,  in  Giles  County,  Va. 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  ex- 

pense, by  the  adoption  of  a  water-power  law  that  would  permit 
sound  financing:  148  miles. 

19.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  be  saved 
private  construction  of  water  powers :  None  made. 

20.  Remarks:  The  old  navigation  project  between   Radford,   Va.,   and 

Hinton,  W.  Va.,  was  abandoned  because  the  navigable  depth  that 
could  be  secured  at  reasonable  expense  did  not  make  the  river  a 
sufficiently  attractive  outlet  to  encourage  Its  use.  Moreover,  the 
steep  portion  between  Hinton  and  Pool  No.  2  was  never  improved 
and  the  project  was,  therefore,  an  isolated  one  serving  merely  the 
local  needs.  In  spite  of  the  fact  that  this  region  is  enormously 
rich  in  mineral  resources,  the  marketing  of  which  would  be  greatly 
benefited  by  a  waterway  outlet  through  the  Kanawha  and  Into 
the  Ohio,  the  obviously  high  cost  far  outweighs  the  possible  bene- 
fits to  navigation  alone.  New  River  and  the  upper  Kanawha 
possess  excellent  power  sites  which  would  certainly  be  utilized 
under  a  rational  Federal  policy,  and  complete  canalization  would 
thereby  be  secured  at  nominal  cost  to  the  public  Treasury. 

OUACHITA   BIVEB. 

(o)  Navigation  project: 

1.  Extent :  Camden  to  Arkadelphia,  Ark. 

2.  Distance :  280  miles. 

3.  Depth :  2  to  6  feet. 

4.  Fall:  90  f^et 

5.  Cost  to  June  30,  1916,  $31,500. 

6.  Con(}ition:  Channel  fairly  free  from  obstructions.     Former  project 

for  this  part  of  the  river  recommended  for  abandonment  by  the 
War  Department. 

7.  Water-power  resources:  None. 

8.  Power  developments:  None. 

(6)  Above  navigation  project,  but  under  Federal  jurisdiction: 

10.  Extent:  Above  Arkadelphia. 

11.  Distance:  65  miles. 

12.  Fall :  Concentrated  at  a  dam  site  at  head  of  section.     Dam  could  be 

raised  210  feet  ai>ove  river  bed. 
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ib)   Abot'c  nariffation  project,  but  under  Federal  jnrisdietion — Continued. 

13.  Navigation:  None. 

14.  Water-power  resources:  50,000  horsepower. 

15.  Power  developments:  None. 

16.  Navigation  benefits:  Discharge  from  reservoir  would  increase  navi- 

gable depths  in  river  below,  and  the  storage  of  flood  waters  in  the 
reservoirs  would  prevent  floods  all  along  the  navigable  portions  of 
the  stream. 

17.  Proposed  power  projects :  Two  power  companies  have  been  chartered 

by  the  State  of  Arkansas  for  the  puriwse  of  developing  hydroelec- 
tric power  on  the  Upper  Ouachita  River. 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  ex- 

pense by  the  adoption  of  a  water-power  law  that  would  permit 
sound  financing:  90  miles. 

19.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers :  $4,000,000. 

20.  Remarks:  The  War  Depnrtment  has  reiwrted  to  Congress  (H.  Doc. 

588,  62d  Cong.,  2d  sess. )  as  follows : 

"(«)  The  development  of  this  project  would  require  an  expendi- 
ture by  the  United  States,  in  conjunction  with  the  other  interests 
involved,  several  times  larger  than  the  limit  believed  to  be  justi- 
fied by  the  benefits  to  navigation. 

"(6)  The  construction  of  dams  for  storage  by  hydroelectric  de- 
velopment companies  would  in  no  way  interfere  with  the  supply 
of  water  for  navigation  either  in  the  reach  under  consideration 
or  below  Camden,  but  would  have  a  beneficial  effect  in  that  the 
low- water  flow  would  be  increased  to  the  extent  of  the  average 
daily  amount  of  water  passed  through  the  turbines  for  power 
purposes. 

**(c)  The  development,  constructed  with  a  view  to  controlling 
the  flood  flow  in  accordance  with  the  estimate  in  paragrap  23 
above,  would  benefit  the  reach  of  the  river  under  consideration  in 
that  the  fioods  would  be  effectively  controlled  and  the  low-water 
flow  augmented  by  about  1,000  cubic  feet  per  second,  thus  decreas- 
ing the  range  from  high  to  low  water  and  creating  a  more  nearly 
regulated  stream.  It  is  believed  that  these  benefits  would  pay  not 
only  the  State,  but  the  United  States,  for  any  charter  rights  con- 
ferred for  the  installation  of  the  development." 

POTOMAC  RIVER. 

(o)   Navigation  project: 

(None  above  tidewater.) 
ib)    Under  Federal  jurisdiction: 

10.  Extent:  Washington,  D.  C,  to  Harpers  Ferry,  W.  Va. 

11.  Distance:  60  miles. 

12.  Fall :  250  feet ;  150  feet  In  the  lower  12  miles. 

13.  Navigation:  None. 

14.  Water-power  resources:  102,700  horsepower. 

15.  Power  developments:  None. 

17.  Proposed  power  projects:  Development  projected  at  Great  Falls  by 

the  Potomac  Electric  Power  Co.,  and  at  Little  Falls  by  the  Federal 
Government 

18.  Miles  of  navigable  waterway  that  mlgth  be  created  at  private  ex- 

pense by  the  adoption  of  a  water-power  law  that  would  permit 
sound  financing:  60  miles. 

19.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers :  None  made. 

20.  Remarks:  This  stretch  of  river  offers  so  many  difficulties  to  naviga- 

tion and  would  be  so  costly  in  Improvement  by  canalization  for  the 
navigation  purpose  alone  that  there  lias  never  btn^n  any  project. 
Water-power  developments  projected  on  Mie  lower  12  niiles  would, 
however,  surmount  the  principal  dlfliculties,  while  th:it  portion 
above  Great  Falls  presents  water-iM)wer  i^ossibllltles  which  wMl 
at  some  time  in  the  future  be  utilized  with  Incidental  cjinallzatloii 
for  navigation  punwses. 
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RAINY   RIVER. 

(o)  Navigation  project: 

(None.) 
(6)   Under  Federal  jurisdiction: 

10.  Extent :  Raiuy  Lnke  to  the  Luke  of  the  WchkIs. 

11.  Distance:  85  miles. 

12.  Fall :  52  feet 

13.  Navigation:  None. 

14.  Water-power  resources:  50,000  liorsepower. 

15.  Power  developments:  12,500  horsepower  at  International  Falls. 

18.  Miles  of  navigable  waterway  that  might  \ye  created  at  private  ex- 

exi^ense  by  the  adoption  of  a  water-power  law  that  would  permit 
sound  financing:  85  miles. 

19.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 

for  navigation  purposes,  which  exi)ense  could  largely  be  saved  by 
private  constnicthm  of  water  powers:  None  nimle. 

ROANOKK   RIVER. 

(a)  Navigation  project: 

(None  in  reach  here  discussed.) 
(&)  Above  navigatioti  project,  but  under  Federal  jurisdiction: 

10.  Extent :  Weldon,  N.  C,  to  Clarksvllle,  Va. 

11.  Distance:  70  miles. 

12.  Fall :  250  feet. 

18.  Navigation:  None. 

14.  Water  iwwer   resources:    127,500   liorsepower. 

15.  Power-develoimients :  4,100  horseimwer  at  Uoiinoke  Itapids  an<l  ©HI 

horsepower  at  Weldon. 

16.  Navigation  benefits:   None. 

17.  Proposed  iwwer  projects:  The  Koauoke  Ulver  Development  0>.  ap- 

plied to  the  Sixty-third  Ccmgress.  second  ses.sion   (S.  2425).  for  a 
permit  to  develop  power  at  a  point  20  miles  below  Clarksville. 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  ex- 

pense, by  the  adoption  of  a  water-power  law  that  would  permit 
sound  financing:  70  miles. 

19.  Government  estimate  of  tlie  cost  of  improving  this  stretch  of  riv»»r 

for  navigation  purposes,  which  ex)>ense  could  largely  be  saved  by 
private  construction  of  water  powers :  None  made. 

20.  Remarks:  The  project  of  the  Roanoke  Development  Co,  above  men- 

tioned is  but  the  first  of  a  series  that  would  be  deveIope<l  to  cunal- 
Ize  the  entire  river  from  Clarksville  to  Weldon. 

ST.    CROIX    RIVER. 

(a)   Navigation  project: 

1.  Extent:  Mouth  to  Taylors  Falls. 

2.  Distance:   ,52.3   miles. 

3.  Depth :  3  feet,  reduce<l  to  2  feet  in  places  at  low  water. 

4.  Fall:  About  20  feet. 

5.  Cost  to  .Tune  30,  1916:  $156,600.03. 

6.  Condition:  Ruling  depth  of  2  feet  at  mean  low  water.     Obstriicte<l 

by  sunken  logs  and  sand  bars. 

7.  Water-power  resources:   None. 

8.  Power   developments:    None. 

(ft)  Above  navigation  project,  but  under  Federal  jurisdiction: 

10.  Extent:  Taylors  Falls  to  Namekagon  River. 

11.  Distance:  63  miles. 

12.  Fall:  221  feet. 

13.  Navigation :  None,  except  in  pools  back  of  dams  constructed. 

14.  Water-power  resources:  37,800  horsepower. 

15.  Power  developments:  25,200  horsepower  at  Taylors  Falls;  80  liorse- 

power at  Sunrise. 

16.  Navigation   benefits:   27  miles  of  slack   water  already   created   by 

power  developments  but  not  valuable  for  navigation  use.  except 
for   local   traffic. 
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{b)  Abore  narigatioH  project,  but  under  Federal  jurisdiction — Oontiaued. 

17.  Troposed  iM)wer  projects:  James  D.  Markham  and  others  applied  to 

the  Sixty -first  Congress,  second  session  (H.  R.  25;'302),  for  permit 
to  develop  site  at  secrtlon  4,  T.  37  X.,.U.  20  W. 

18.  Miles  of  na\iipible  waterway  tliat  niiplit  be  create<l  at  private  ex- 

pense, by  the  adoption  of  a  water-power  law  that  would  permit 
sound  financini;:  36  miles. 

19.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers:  None  made. 

20.  Iteniarlcs:  This  stream  is  a  part  of  a  former  project  of  tlie  Govern- 

ment to  establish  large  reservoirs  in  the  headwaters  for  the  pur- 
pose of  increasing  the  low- water  flow  of  this  stream  and  the  BCis- 
sissippi  River  for  navigation  purposes.  Tliese  reservoirs  would 
incidentally  increase  the  available  water  power. 

SAVANNAH   RIVER. 

{a)  Navigation  project: 

1.  Extent:  Augusta  to  Petersburg,  Ga. 

2.  Distance:  48  miles, 

3.  Depth:  2-foot  stage  for  rafts  and  pole  l>oats. 

4.  Fall:  148  feet. 

5.  Cost  to  June  30,  1916:  $69,321.65. 

6.  Condition:  Project  depth  not  attained  throughout. 

7.  Water  pow^er  resources:   87^200  horsepower. 

8.  Power  developments:   40,143   horsepower   at    Augusta   and    Stevens 

Creek. 
{b)   Above  navigation  project,  but  under  Federal  jurisdiction: 

10.  Extent :  Petersburg  to  junction  of  Tallulah  and  Chattanooga  Rivers. 

11.  Distance:  96  miles. 

12.  Fall:  470  feet. 

13.  Navigation:  None  except  in  pools  back  of  dams  constructed  and  in 

open  channel  during  favorable  stages. 

14.  Water  power  resources:  78.700  horsepower. 

15.  Power  developments:  12,000  horsepower. 

16.  Navigation  benefits:  About  10  miles  slack  water. 

17.  Propose<l  power  projects:  At  McDanlels  Shoals,  Turner  Shoals,  Mid- 

dieton  Shoals,  Calhoun  Falls,  Hatton's  Ford,  Trotters  Shoals,  Chero- 
kee Slioals,  and  Price's  Island. 

18.  Miles  of  navigable  watenvay  that  might  be  creattnl  at  private  ex- 

pense by  the  adoption  of  a  water-power  law  that  would  permit 
sound  financing. 

19.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers :  None  made. 

20.  Remarks:  Under    a    rational    water-power   policy    this   river   could, 

within  a  reasonable  time,  be  canalized  throughout  its  entire  length 
by  private  capital,  affording  an  admirable  waterway.  The  fre- 
quent attempts  that  have  been  made  to  secure  suitable  terms  from 
Congress  testify  to  the  excellent  power  advantages  afforded  by  this 
river. 

SNAKE    RH'ER. 

<a)   Navigation  project: 

1.  Extent:  Mouth  to  Lewiston,  Idaho. 

2.  Distance:  140  miles. 

3.  Depth:  5  feet. 

4.  Fall:  506  feet. 

5.  Cost  to  June  30,  1916 :  $476,143.75. 

G.  Condition :  No  increase  In  depths  over  natural  conditl4)n.    Navigation 
at  medium  and  high  stages  made  safer.    .Unnavigable  at  low  water. 

7.  Water-power  resources :  369,700  horsepower. 

8.  Power  .developments :  5,000  horsepower. 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  expense 
by  the  adoption  of  a  water-iK>wer  law  that  would  i)ermit  sound 
financing:  140  miles. 
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(«)  Navigation  project — Continued. 

19.  Government  estimate  of  the  cost  of  Improving  tills  stretch  of  river 
for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers :  None  made. 

SUSQUEHANNA   BIVER.  * 

(a)  Navigation  project: 

1.  Extent :  Head  Chesapeake  Bay  to  Port  Deposit,  Md. 

2.  Distance:  11  miles. 

3.  Depth  :12  feet,  except  in  upper  portion. 

4.  Fall:  Negligible. 

5.  Cost  to  June  30,  1916 :  $289,236.94. 

6.  Condition:  Depth  maintained. 

7.  Water-power  resources:  None. 

8.  Power  development :  None. 

(b)  Above  navigation  project,  but  under  Federal  jurittdiction: 

10.  Extent:  Port  Deposit,  Md.,  to  Harrlsburg,  Pa. 

11.  Distance:  60  miles. 

12.  Fall:  300  feet. 

13.  Navigation:  Impassable,  except  nt  upper  end. 

14.  Water-power  resources:  About  546,000  horsepower. 

15.  Power   developments:  McCall's   Ferry   plant,   54-foot   head,    135,000 

horsepower  installed.  York  Haven  plant,  by  lateral  diversion. 
20,000  horsepower. 

16.  Navigation  benefits:  8  miles  slack  water  above  McOalVs  Ferry  and 

certain  variable  slack-water  benefits  below  Harrlsburg,  from  York 
Haven  Wing  Dam. 

17.  Proposed    power    projects:  At    Conowlngo,    Md.,    by    Susquehanna 

Power  Co.    About  15  miles  of  slack  water  would  be  creatcnl. 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  ex- 

pense, by  the  adoption  of  a  water-power  law  that  would  permit 
sound  financing:  60  miles. 

19.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers :  None  made. 

20.  Remarks :  It  is  highly  improbable  that  this  stretch  of  river  will  ever 

be  lmprove<l  for  navigation  purposes  alone,  because  the  cost  would 
be  disproportionate  to  the  benefits.  The  only  way  by  which  central 
Pennsylvania  can  have  an  adequate  water  outlet  to  the  eiea  Is  by 
the  development  of  water-power  sites  and  the  creation  thereby  of 
slack- water  pools. 

TENNESSEE   RH'Ea. 

(o)  Navigation  project: 

1.  Extent :  Browns  Island  to  Florence,  Ala. 

2.  Distance:  35  miles. 
3.Depth :  2-5  feet  low. 

4.  Fall :  130  feet. 

5.  Cost  to  June  30.  1916:  $3,191,726.50. 

6.  Condition :  Eighteen  miles  of  lateral  canals  with  locks  would  provide 

5-foot  depths.  Ruling  depth  for  remainder  of  distance  beyond  both 
ends  of  the  canal,  2  feet.  On  account  of  this  low-ruling  depth 
through  navigation  of  consequence  is  possible  only  six  months  of 
the  year. 

7.  Water-power  resource*? :  About  400,000  horsepower. 

8.  Power  developments:  None. 

17.  Proposed  power  projects:  The  cost  of  improving  this  section  by  canal- 
ization to  adequate  depths  is  disproportionate  to  tlie  navigation 
benefits.  The  cost  of  development  for  power  alone  Is  also  greater 
than  the  capitalized  value  of  the  power  to  be  derived.  The  War 
Department  has  approved  a  plan  for  cooperation  between  the  Gov- 
ernment and  water-power  interests  whereby  the  Government  would 
contribute  an  amount  equivalent  to  the  estimated  navigation  bene- 
fit, namely,  $8,575,000,  while  the  power  interest  would  contribute 
in  cash  and  deferred  payments  $11,000,000  and  pay  an  annual 
rental  of  35  cents  per  horsepower  year.     The  plan  proposes  two 
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(a)  Navigation  project — Continued. 

dams  for  power  development  affording  heads  of  40  and  90  feet  and 
one  low  dam  below  the  first  two  for  navigation  purposes.  The 
proposed  capacity  of  the  two  power  plants  is  660,000  horsepower. 

18.  Miles  of  navigable  waterway  that  might  be  createti  at  private  ex- 

pense, by  the  adoption  of  a  water-power  law  that  would  permit 
sound  financing:  85  miles. 

19.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers :  $8,575,000. 

20.  Remarks:  This  stretch  of  river  is  the  one  impediment  in  a  con- 

tinuously navigable  waterway  from  Chattanooga  to  the  mouth. 
The  river,  with  certain  of  its  tributaries,  comprises  a  system  of 
navigable  waters  about  2,850  miles  in  length.  This  system  is 
broken  into  two  parts  by  the  obstruction  presented  by  Muscle 
Shoals.  The  previous  statement  that  cooperation  with  power  in- 
terests on  this  river  at  Muscle  Shoals  would  add  85  miles  to  the 
navigable  waterways  of  the  country  does  not  do  Justice  to  the 
facts  because  this  improvement  would  open  up  to  continuous  navi- 
gation to  the  sea  waterways  at  present  "  land  locked,"  aggregating 
470  miles. 

TENNESSEE  BIVEB. 

(o)  Navigation  project: 

1.  Extent:  Chattanooga  to  Knoxville,  Tenn. 

2.  Distance:  188  miles. 

3.  Depth :  3  feet. 

4.  Fall :  180  feet. 

5.  Cost  to  June  30,  1916 :  $1,634,000. 

6.  Condition :  No  navigation  for  from  90  to  100  days  in  the  year. 

7.  Water-power  resources :  175,000  horsepower. 

8.  Power  developments:  None. 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  ex- 

pense, by  the  adoption  of  a  water-power  law  that  would  permit 
sound  financing:  188  miles. 

19.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  be  saved  by 
private  construction  of  water  power:  $11,221,000  under  canaliza- 
tion project,  consisting  of  11  locks  and  dams.  Cost  considered  dis- 
proportionate to  navigation  benefits. 

20.  Remarks:  This  stream  would  be  a  busy  highway  of  commerce  if 

suitable  navigation  depths  could  be  secured.  This  result  can  be 
attained  only  by  canailzation.  While  the  stretch  of  river  here 
considered  is  not  satisfactory  in  all  respects  for  the  present  con- 
sideration of  power  development,  a  part  of  it  is  entirely  suitable 
and  there  is  no  doubt  that  it  will  all  be  developed  at  some  time 
in  the  future  if  a  reasonable  water-power  policy  be  adopted  by 
Congress. 

WARRIOR — TOMBIOBEB    RIVER. 

(a)  Navigation  project: 

1.  Extent :  Ix)ck  1  Tombigl>ee  River  to  Sanders  Perry  on  Mulberry  Fork 

of  Warrior  River. 

2.  Distnnce:  332  miles. 

3.  Depth :  6.5  feet. 

4.  Fall :  144  feet. 

5.  Cost  to  June  30,  1916:  $9,400,601.74, 

6.  Condition :  Depth  maintained  by  17  locks  and  dams. 

7.  Water-power  resources:  Heads  of  14,  14,  21,  and  63  feet  at  dams  14, 

16,  16,  and  17,  respectively. 

8.  Developments  proposed :  At  dams  16  and  17. 

20.  Remarks:  This  entire  stretch  of  river  has  been  canalized  by  the 
Government.  The  work  affords  an  example  of  the  high-cost  of 
navigation  benefits  by  canalization  in  cases  where  private  capital 
has  not  cooperated.  It  is  not  known  whether  private  capital  could 
have  been  Induceil  to  take  part  In  the  construction  of  dams  1  to 
15,  inclusive.  They  are  all  of  low  head  and  it  has  not  been  shown 
whether  it  would  have  been  practicable  to  erect  fewer  dams  with 
hijrher  heads.     Dams  16  and  17  are  good  power  projects  which 
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(a)  Xaripation  project — Continued. 

niiprht,  under  a  rational  Fe<leral  water-jxiwer  i>olicy.  have  lieen  con- 
structed by  private  capltnl.  Tliese  two  dams  cost  the  (Government 
$4,636,374,  but  tlie  Federal  expense  should  have  l)een  merely  nomi- 
nal. Notwith  stand  in.!?  the  fact  that  the  Government  has  expende<l 
millions  for  these  two  dams,  there  is  no  authority  umler  which 
it  can  rent  the  surplus  power  made  available  at  them.  Persistent 
applications  for  this  [>ower  have  been  denle<l  by  the  War  I>epart- 
ment  because  of  this  lack  of  authority. 

WHITE    RIVKIJ     (MlSSOrUI    AM)    ARKANSAS). 

(a)   ynviffaiion  project: 

1.  Extent :  bHtesviUe  to  IJuffalo  Shoals.  Ark. 

2.  Distance:  89  miles. 

3.  Depth :  2-4  feet. 

4.  Fall :  140  feet. 

.">!  (^ost  to  June  30.  191G:  $1,183,062.51. 

6.  Condition :  Project  conslstcnl  of  10  dams  and  locks,  each  with  average 

lift  of  14  feet.  Nos.  1,  2,  and  3  were  constructed,  giving  slack-water 
navigation  to  a  point  3J'  miles  above  Batesville.  Project  then 
abandoned  because  prospective  cost  exceede<l  benefits  to  navigation 
alone. 

7.  Water-pow€»r  resource.s:  ;^2,000  liorseiM)wer. 

8.  Power  deveh^pments :  Nont*. 

(6)  Ahoi^e  navigation  project,  but  unftcr  Federal  jurisdiction: 

10.  Extent:  Buffnlo  Shoals  to  James  Fork,  Mi). 

11.  Distance:  146  miles. 

12.  Fall :  400  feet. 

13.  Navigation:  For  rafts  and  .•^mall  boats  to  Forsyth,  Mo. 

14.  Water-power  resources:  .54.000  horsepower. 

15.  I*ower    developments:  Ozark    Power    Co.,    24,000    horsepower     (in- 

stalle<n,  nejir  Forsyth,  Mo. 

16.  Navigathm  benefits :  20  miles  of  slack  water. 

18.  Miles  of  njivlgable  waterway  that  might  be  created  at  private  expense, 
by  the  adoption  of  a  water-power  law  that  would  i)erralt  sound 
financing:  146  miles. 

IJ).  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 
for  navigation  puriMJses,  which  expense  could  largely  be  saved  by 
private  construction  of  water  powers :  None  made. 

WISCONSIN    RIVER. 

(o)   Navigation  project: 

Abamhmed  except  snagging  oi»eratlons  in  lower  part.  Was  at  an  early 
date  proi>osetl  as  a  ])art  of  a  **  Lakes  to  Mississippi  "  waterway  in  con- 
junction with  Fox  River. 

(6)    Under  Federal  jurindiction: 

10.  Extent :  Kllbourn  to  Rbinelander. 

11.  Distance:  219  miles. 

12.  Fall :  746  feet. 

13.  Navigation :  None. 

14.  Water  power  resources :  170,000  horsepower. 

15.  Power  developments:   90,000  hor.sei)ower. 

10.  Navigiittion  benefits:  None  at  present,  but  with  all  sites  developed 
there  would  be  200  miles  of  continuous  slack  water. 

18.  Miles  of  navigable  waterway  that  might  be  created  at  private  ex- 
expense,  by  the  adoption  of  a  water  power  law  that  would  i>erniit 
sound  financing:  200  miles. 

19.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 
for  navigation  puriwses,  which  expense  could  largely  be  saveil  by 
private  construction   of  water  powers:   None  made. 

20.  Remarks:  This  river,  traversing  a  country  of  large  agricultural  ajiid 

mineral  resources,  would  be  largely  u.sed  for  transportation  if  a 
dei>endable  and  deep  channel  could  be  maintainetl.  The  i>ower  re- 
sources are  large  and  there  are  few  streams  m  the  country  better 
adapteil  to  a  coordination  of  navigation  and  water  i)ower. 


WATER  POWEB.  497 

Y.XDKIN    (PEDKF)    BH'EB. 

in)  Navigation  project: 

(None  In  reach  here  discussed.) 
ih)  .46ai:e  navigation  project  but  under  Federal  jurisdiction: 

10.  Extent :  Cheraw,  S.  (\,  to  mouth  of  Uharle  Kiver. 

11.  Distance:  73  miles. 

12.  Fall :  174  feet. 

13.  Xavljjation :  None  except  fi»r  small  boats  and  rafts. 

14.  Water-power  resources:  48,500  horsepower. 

15.  Power  developments:  None. 

18.  Miles  of  uavifi^able  waterway  that  mi^ht  be  create<l  at  private  ex- 

pense by  the  adoption  of  a  water-power  law  that  would  permit 
sound  financing:  73  miles. 

19.  Government  estimate  of  the  cost  of  improving  this  stretch  of  river 

for  navigation  purposes,  which  expense  could  largely  l>e  saved  by 
private  construction  of  water  powers:  None  made. 

Mr.  Leighton.  I  say  at  least  4,325  miles,  because  it  is  usually  im- 
possible to  determine  the  upper  limits  of  Federal  jurisdiction  for 
navigation  purposes.  By  section  9  of  the  act  of  March  3,  1899,  Con- 
gress asserted  its  control  over  all  structures  that  affect  the  navigable 
capacity  of  the  navigable  waters  of  the  United  States.  It  is  con- 
ceivable that  under  some  conditions  that  control  may  extend  to  the 
iitterniost  sources  of  streams  that  are  or  are  declared  to  be  navigable 
in  their  lower  reaches.  The  mileage  here  stated,  4,325,  is  based  not 
on  any  assumption  of  extreme  jurisdiction  or  any  possible  future 
exercise  of  it.  The  limits  in  each  case  have  been  selected  in  conform- 
ity with  present  or  previously  existing  navigation  or  with  some 
official  utterance  of  the  War  Department  or  of  Congress.  I  say  at 
least  10,200,000  horsepower,  because  that  is  based  on  the  lowest  flow 
in  the  six  high-water  months  of  the  year.  In  actual  power  develop- 
ment the  installed  capacity  is  usually  in  excess  of  this  ratio,  oo 
tlio  ultimate  possible  development  is  largely  in  excess  of  10,200.000 
horsepower  on  these  navigable  streams. 

These  rivers,  or  parts  of  rivers,  are  those  on  which  the  navigable 
capacity  can  not  be  secured  except  by  canalization.  An  estimate 
of  the  total  cost  lias  never  been  made,  l)ut  if  we  base  an  estimate  on 
expenditures  already  made — and  bear  in  mind  that  $193,000  per  mile 
is  bnsed  on  the  old  prices  of  material  and  labor — the  ultimate  cost 
to  the  (iovemment  will  be  $835,000,000.  If  in  the  course  of  time 
(  ongress  shall  decide  that  in  order  to  correct  our  critical  transporta- 
tion defects  these  waterways  shall  take  their  rightful  place  in  the 
transportation  system  of  the  country,  the  United  States,  if  not  as- 
sisted bv  private  capital,  will  have  to  pav  certainly  not  less  than 
i^SOO,00d,0O0. 

The  Chairman.  Will  you  give  that  amount  per  mile  again? 

Mr.  Leighton.  $103,000  per  mile.  The  regions  tributary  to  these 
rivers  that  I  am  discussing  contain  enormous  agricultural,  mineral, 
and  manufacturing  resources,  many  of  which  have  been  highly  de- 
veloped under  rail  transportation,  and  a  liberal  share  of  which  would 
be  diverted  to  river  transportation  if  it  could  be  made  adequate  and 
dependable.  Adequacy  and  dependability  are  the  two  things  that 
pi*event  the  most  of  our  navigable  waterways  from  being  used.  The 
shipper  must  have  dependability  of  shipment. 

As  to  the  more  remote  regions,  many  of  the  idle  resources  would 
be   suitably  developed   and   used   if  adequate  river  transportation 
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taciiities  could  be  provided  in  advance  of  actual  traflSc  demand. 
Regions  no  better  nor  richer  than  these  have  become  landmarks  in 
our  economic  history  merely  because  they  were  accessible.  Now  the 
day  has  come  when  we  need  to  use  all  of  our  economic  resources, 
and  to  that  end  we  shall  require  all  the  transportation  facilities  that 
we  can  get^  whether  by  rail,  highway,  or  river.  How  shall  this  be 
achieved  without  entering  upon  a  Federal  program  as  to  rivers  that 
will  cost  certainly  in  excess  of  $800,000,000  ?  The  War  Department 
has  answered  that  question  a  great  many  times.  I  will  take  some 
typical  answers. 

From  House  Document  Xo.  532,  Sixty-fourth  Congress,  first  ses- 
sion, pages  8  and  9 : 

It  appears  reasonably  certain  that  the  radical  improvement  of  the  Clinch 
Rivei 


That  is  a  Tennessee  stream — 

is  practical  only  by  canalization.  The  steep  slope  on  the  upper  river  Indicates 
that  in  the  future,  when  water  power  is  of  greater  value  in  this  vicinity,  the 
navigation  Improvement  of  the  stream  may  be  coordinated  with  the  develop- 
ment of  water  po*ver.  In  connection  with  the  development  of  water  power  it 
is  believed  that  encouragement  should  be  given  to  any  power  company  which 
desires  to  construct  power  dams  on  the  river  above  Clinton,  and  that  the  only 
necessary  provision  for  navigation  In  connection  with  such  power  development 
would  be  the  reservation  to  the  United  States  of  the  right  to  construct  locks 
In  connection  with  power  dams  when  the  needs  of  commerce  demand  and  to 
regulate  the  pool  levels  after  the  locks  are  constructed. 

House  Document  No.  588,  Fifty-second  Congress,  second  session, 
relative  to  the  Ouchita  River,  in  Arkansas,  contains  among  other 
things  this  statement  (in  this  particular  case  I  want  to  say  the 
proposed  power  development  was  above  the  head  of  navigation)  : 

The  development  constructed  with  a  view  to  controlling  the  flood  flow  in 
accordance  with  the  estimate  In  paragraph  25  above  would  benefit  the  reach 
of  the  river  under  consideration,  in  that  floods  would  be  effectively  controlled 
and  the  low-water  flow  augmented  by  about  1,000  cubic  feet  per  second,  thus 
decreasing  the  range  from  high  to  low  water  and  creating  a  more  nearly  regu- 
lated stream.  It  Is  believed  that  these  benefits  would  pay  not  only  the  State 
but  the  United  States  for  any  charter  rights  conferred  for  the  Installation  of 
the  development. 

Now,  the  Engineer  officers  of  the  War  Department  know  whereof 
they  speak  concerning  the  canalization  of  navigable  streams  at  pri- 
vate expense.    I  am  going  to  give  you  briefly  some  of  the  results. 

The  total  length  of  waterways  canalized  and  used  at  private 
expense  under  the  direction  of  the  War  Department  for  through 
navigation  purposes  is  108  miles.  These  108  miles  of  waterways  cost 
the  Government  $214,720— equal  to  a  per  mile  cost  of  $2,000  or  there- 
about. Contrast  this  with  Government  expenditure  per  mile,  im- 
aided  by  private  capital,  of  $193,000.  What  cost  was  sustained  by 
private  capital  we  do  not  know.  We  know  that  it  could  not  have 
been  less  than  $40,000,000,  and  it  has  resulted  in  the  development  of 
251,800  horsepower,  which  is  being  used  by  the  public  in  furtherance 
of  economic  needs  and  social  well-being.  All  these  plants  are  under 
regulation  and  control  by  the  public,  and  the  public  can  take  them 
over  at  any  time,  if  desired,  by  paying  fair  value  or  just  compensa- 
tion. The  owners  of  those  plants  are  several  thousand  in  number. 
They  are  scattered  all  over  the  United  States.  Some  of  them  live  in 
Canada,  others  live  in  Europe,  or  did. 
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In  addition  to  the  $214,720  the  United  States  gave  for  these  108 
miles  of  navigable  waterways  five  water-power  acts,  numbered  16, 
56,  and  74,  in  Appendix  B,  which  I  ask.be  inserted  in  the  record  at 
this  point.  These  acts  retain  the  control  in  the  sovereign.  They 
are  not,  on  the  other  hand,  acts  that  bristled  with  threat  and  restric- 
tions, nor  that  deprived  the  permittees  of  financial  security,  or  that 
make  their  securities  a  speculative  thing. 

The  paper  referred  to  follows: 

APPENDIX  B. 

Acts  of  Congress  Authobizino  the  Constbuction  of  Da^s  fob  Wateb-Poweb 
pubposes  in  the  navigable  rivebs  of  the  united  states. 

explanatobt  notes. 

(a)  The  term  "perpetual  grant"  should  be  construed  to  mean  perpetual 
except  in  the  event  that  Congress  exercises  its  right,  almost  uniformly  reserved 
in  the  acts,  to  "  alter,  amend,  or  repeal." 

( b )  The  term  "  no  restrictions  "  should  be  construed  to  mean  that  no  limita- 
tions or  conditions  are  attached  which  qualify  the  right  or  title  so  as  to  injure 
the  permittee's  credit  or  render  the  investment  speculative.  The  term  does  not 
Include  the  usual  reservations  as  to  the  paramount  use  of  the  river  for  com- 
merce which  are  inserted  either  specifically  or  by  implication  in  nearly  all  acts. 

(c)  The  term  "act  of  1906"  means  that  the  special  act  authorizing  the  per- 
mit places  all  the  terms  and  conditions  under  the  general  dam  act  of  June 
21,  1906,  or  similar  thereto.  The  act  of  June  21,  1906,  provides  that  when 
tliereafter  authority  is  granted  to  any  person  to  construct  a  dam  across  a  navi- 
gable stream,  all  work  shall  be  subject  to  the  approval  of  the  Secretary  of  War 
and  to  such  conditions  and  stipulations  as  he  may  deem  necessary  to  protect 
the  present  and  future  Interests  of  the  United  States.  All  matters  of  construc- 
tion and  water-power  operation  are  subordinate  to  the  interests  of  navigation. 
Heavy  penalties  are  provided  for  breach  of  conditions  or  violation  of  the  act 
Time  of  commencement  is  one  year  and  of  completion  three  years,  and  Congress 
reserves  the  right  to  alter,  amend,  or  repeal  the  act  at  will  and  without  indem- 
nity to  the  permittee,  notwithstanding  the  fact  that  he  may  have  conducted  his 
work  and  the  operations  thereof  in  full  compliance  with  the  law. 

(d)  The  term  "act  of  1910"  means  that  the  special  act  authorizing  the  per- 
mit places  all  the  terms  and  conditions  under  the  general  dam  act  of  June 
23,  1912,"  or  similar  thereto.  The  act  of  June  23,  1910,  contains  all  the  provi- 
sions of  the  act  of  1906,  but  in  addition  provides  (a)  for  reasonable  charges  for 
benefits  derived  from  storage  reservoirs  constructed  by  the  United  States;  (b) 
for  such  charges  as  may  be  sufficient  to  "  restore  conditions  with  respect  to 
navigability  as  existing  at  the  time  the  privilege  was  granted";  (c)  that  Con- 
gress may.  if  it  chooses  to  do  so,  take  over  the  work  and  pay  reasonable  value 
therefor  when  needed  for  public  use;  (d)  the  rights  expire  in  50  years,  and  no 
provision  is  made  for  continuance  of  the  authority  or  reimbursement  to  the 
owners  who  are  thus  deprived  of  their  investment;  (e)  the  right  to  alter, 
amend,  or  repeal  without  indemnity  to  the  injured  parties  is  reserved.  No 
right  or  title  is  granted  by  this  act  which  can  be  used  as  a  basis  of  credit  for 
financing  the  work,  and  all  investments  made  thereunder  must  be  speculative 
unless  the  underlying  securities  become  a  lien  on  or  are  in  some  way  bolstered 
up  by  other  properties  not  affected  by  the  grant.  Under  provisions  (5)  and  (e) 
above  the  United  States  may,  at  any  time  and  for  any  reason  or  no  reason,  not 
only  remove  the  structure  and  completely  destroy  the  investment,  but  may  also 
cause  the  owners  to  pay  the  cost  of  such  destruction. 

The  acts  are  here  divided  into  four  classes : 

Class  A.  Those  which  give  "  perpetual "  rights  and  contain  "  no  restrictions." 
These  usually  consist  of  acts  passed  previous  to  the  general  dam  act  of  1906  or 
extensions  of  the  time  limits  thereof  subsequent  to  said  date. 

Class  B.  Those  based  on  the  general  dam  act  of  1906  or  reciting  the  terms  of 
that  act. 

Class  C.  Those  based  on  the  general  dam  act  of  1910. 

Class  D.  Acts  speoificnlly  framed  to  meet  ptK-ullnr  conditions  In  certnln  cases 
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CLASS  A. 

Acts  passed,  S4;  built,  15;  horsepower,  293,590;  not  built,  19;  percentage 
built,  44. 

I.  July  5,  1884.  St  Cloud  Water  Power  &  Mill  Ck>.,  Mississippi  River  at  St. 
Cloud,  Sauk  Rapids.    Perpetual ;  built ;  2,580  horsepower. 

2l  AprU  16,  1886.  Mississippi  Water  Power  &  Boom  Co.,  Mississippi  River 
at  Brainerd,  Minn.    Perpetual ;  no  restrictions ;  built ;  800  horsepower. 

3.  July  3,  1886.  Little  Falls  Water  Power  Co..  Mississippi  River  at  Little 
Falls,  Minn.    Perpetual ;  no  restrictions ;  built ;  4,800  horsepower. 

4.  June  6,  1892.  Topei^a  Water  &  Electric  Power  Co.,  Kansas  River,  Shawnee 
County.    Perpetual ;  no  restrictions ;  not  built. 

5.  January  22,  1894.  The  Chicago  &  Topei^a  Light,  Heat  &  Power  Co.,  Kansas 
River,  Shawnee  County.    Perpetual ;  no  restrictions ;  not  built. 

6.  February  24,  1894.  Des  Moines  Rapids  Power  Co.,  Mississippi  River  near 
KeolLuiE.  Perpetual ;  no  restrictions ;  not  built  under  this  act  but  under  act  of 
February  8,  1901,  and  acts  supplementary  thereto. 

7.  June  8, 1894.  Missouri  River  Power  Co.,  Missouri  River  near  Stubbs  Ferry, 
Mont    Perpetual ;  no  restrictions ;  built ;  Hauser  Lake  plant ;  24,000  horsepower. 

8.  June  3,  1896.  General  authority  to  any  person  to  construct,  under  such 
conditions  as  Secretary  of  War  may  prescribe,  a  dam  above  Stubbs  Ferry,  Mis- 
souri River,  Mont.  Perpetual;  no  restrictions;  built;  Canyon  Ferry  plant; 
10,000  horsQX>wef . 

9.  March  5,  1898.  Twin  City  Rapid  Transit  Co.,  Mississippi  River  at  Coon 
Rapids.  Perpetual;  no  restrictions;  not  built  under  this  act,  but  under  tlie  acr 
of  January  12,  1911. 

10.  May  4,  1898.  Koochiching  Co.  Rainy  Lake  River,  Minn.  Perpetual ;  no 
restrictions.  Time  extended  by  act  of  May  4,  1900.  Again  extended  by  act  of 
June  28,  1902.  Rights  previously  granted  transferred  to  Rainy  River  Improve- 
ment Co.  by  the  act  of  May  25,  1905,  and  time  extended  after  construction  had 
begun  by  act  of  May  23,  1908.  This  last-named  act  placed  the  work  under  the 
act  of  1906.    Built ;  12,500  horsepower. 

II.  February  4,  1899.  Mount  Carmel  Developmeit  Co.,  Wabash  River  at 
Qrand  Rapids.  Perpetual;  no  restrictions;  not  built;  site  later  developed  by 
Government  with  lock  and  dam  for  navigation  purposes. 

12.  February  27,  1899.  Grand  Rapids  Water  Power  &  Boom  Co.,  Mississippi 
River  at  Grand  Rapids,  Minn.  Perpetual ;  no  restrictions ;  built ;  4,000  horse- 
power. 

13.  June  4,  1900.  F.  H.  Fries  and  others.  New  River,  Vs.,  mouth  of  Stevens 
Creek.    Perpetual ;  no  restrictions ;  built ;  2,800  horsepower. 

14.  February  8,  1901.  Twin  City  Power  Co.,  Savannah  River  at  Dortours 
Creek.    Perpetual ;  no  restrictions ;  not  built. 

15.  February  8,  1901.  Twin  City  Power  Co.,  Savannah  River,  Price's  Island. 
Perpetual ;  no  restrictions ;  not  built. 

16.  February  8,  1901.  Keokuk  &  Hamilton  Water  Power  Co.,  Mississippi 
River  at  Des  Moines  Rapids,  near  Keokuk.  Time  extended  by  acts  of  February 
26,  1904,  and  February  5,  1905.  Perpetual ;  permittee  was  required  to  replace 
navigation  lock  and  dry  dock  which  Government  had  previously  constructed; 
built;  150,000  horsepower. 

17.  February  7,  1903.  St.  Croix  Falls  Improvement  Co.,  St  Croix  River  at 
or  near  St.  Croix  Falls.    Perpetual ;  no  restrictions ;  built ;  25,200  horsepower. 

18.  February  26,  1904.  Sauk  Rapids  Water  Power  Co.,  Mississippi  River  at 
Sauk  Rapids,  Benton  County,  Minn.  Time  extended  by  act  of  March  2,  1907, 
and  again  by  act  of  February  13,  1911,  and  finally  extended  by  act  of  February 
24,  1911.    Perpetual ;  no  restrictions ;  not  built 

19.  March  12,  1904.  Minnesota  Power  &  Trolley  Co.,  Mississippi  River,  see. 
17,  T.  121  N.,  R.  23  W.    Perpetual ;  no  restrictions ;  not  built 

20.  April  23,  1904.  Watab  Rapids  Power  Co.,  Mississippi  River,  Stearns  and 
Benton  Counties,  Minn.    Perpetual ;  no  restrictions ;  built,  6,900  horsepower. 

21.  April  28,  1904.  Oxbow  Power  Co.,  Missouri  River,  Mont.,  lot  3,  sec.  26, 
T.  14  N.,  R.  3  W.  Time  extended  by  act  of  March  4,  1907.  Perpetual ;  no  re- 
strictions; not  built. 

22.  February  20,  1905.  Sauk  Rapids  Manufacturing  Co.,  Mississippi  River 
at  Sauk  Rapids,  near  St  Cloud,  Minn.    Perpetual;  no  restrictions;  not  built 

23.  March  3,  1905.  KIrby  Thomas  and  others.  Mississippi  River  near 
Bemidji,  between  outlet  of  Lake  Bemldji  and  Wolf  Lake.  Time  extended  by 
act  of  February  1,  1908.    Perpetual ;  no  restrictions ;  built ;  1,000  horsepower. 
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24.  February  16,  1906.  E.  A.  Smith  et  als.  Rock  River  at  Graud  Detour,  111. 
Perpetual ;  no  restrictions ;  not  built. 

25.  Feb.  23,  1906.  Pea  River  Power  Co.,  Pea  River  near  Elba,  Ala.  Per- 
petual ;  no  restrictions ;  not  built. 

26.  MhTctk  16,  1906.  William  J.  Murphy,  Red  Lake  River  near  Junction  with 
Black  River,  Minn.     Perpetual ;  no  restrictions ;  built ;  1,000  horsepower. 

27.  April  12,  1906.  Capital  City  Improvement  Co.,  Missouri  River  near  Buck 
Rapids,  Mont.  Perpetual;  no  restrictions;  built;  "Holter  Plant";  53,600 
horsepower. 

28.  June  1.  1906.  Pend  d'Oreille  Development  Co.,  Pend  d'Orellle  River  at 
Metalline  Falls.    Perpetual ;  no  restrictions ;  not  built. 

29.  June  4,  1906.  William  R.  Morrison  and  others,  Mississippi  River  near 
Bemldji.    Perpetual ;  no  restrictions ;  not  built. 

30.  June  4,  1906.  Pike  Rapids  Power  Co.,  Mississippi  River  in  Morrison 
County,  Minn.    Perpetual ;  no  restrictions :  not  built.  * 

31.  June  14,  1906.  Mississippi  River  Power  Co.,  Mississippi  River  above 
the  mouth  of  Clearwater  River,  Wright  County,  Minn.  Pen^etual;  no  re- 
strictions; not  built. 

32.  June  14.  1906.  Mississippi  River  Power  Co.,  Mississippi  River  at  Monti- 
cello,  Minn.    Perpetual ;  no  restrictions ;  not  built. 

33.  June  16,  1906.  Judd  Weight,  Crow  Wing  River,  near  junction  of  Gull 
River.    Perpetual ;  no  restrictions ;  built ;  400  horsepower. 

34.  June  28,  1906.  St.  Cloud  Electric  Power  Co.,  dam  across  Mississippi 
River  at  sec.  7.  T.  123,  R.  27,  Steam  County,  Minn.  Perpetual ;  no  restric- 
tions; not  built. 

CLASS   B    (UNDEB   ACT  OF    1906). 

[Acts  passed,  21;  built,  4;  horsepower,  VtAM;  not  ballt,   16;  percentnge  bailt,   19. ] 

35.  April  23,  1906.  Northern  Mississippi  Traction  Co.,  Bear  River.  Tish- 
monigo  County,  Miss.    Similar  to  the  general  dam  act  of  1906.    Not  built. 

36.  February  5,  1907.  Albany  Power  &  Manufacturing  Co.,  Flint  River,  Ga., 
at  Porter's  Shoals.    Not  built. 

37.  February  5,  1907.  Savannah  River  Power  Co.,  Savannah  River  at  Gregg 
Shoals.    Built;  2,500  horsepower. 

38.  February  20,  1907.  Missouri  River  Improvement  Co.,  Missouri  River 
above  Fort  Benton,  Mo.    Not  built. 

39.  February  25,  1907.  J.  F.  Andrews  and  others.  Bear  River,  Tishmonigo 
County,  Miss.    Not  built. 

40.  February  27,  1907.  Twin  City  Power  Co..  Savannah  River  at  Dorton's 
Creek.    Two  dams;  not  built. 

41.  March  2,  1907.  Hugh  MacRae  Co.,  Savannah  River  at  Trotters  Shoals. 
Not  built 

42.  March  2,  1907.  Anderson  Guaranty  &  Trust  Co.,  Savannali  River  at 
McDaniels  Shoals.    Not  built. 

43.  March  2,  1907.  The  Anderson  (luaranty  &  Trust  Co.,  Savannah  River  at 
Turner  Shoals.    Not  built. 

44.  March  2,  1907.  Anderson  Guaranty  &  Trust  Co.,  Savannah  River  at 
Mlddleton  Shoals.    Not  built. 

45.  March  2,  1907.  The  Hugh  MacRae  Co.,  Savannah  River  at  Cherokee 
Shoals.    Not  built. 

46.  March  2,  1907.  Hugh  MacRae  Co.,  Savannah  River  at  Callioun  Falls. 
Not  built. 

47.  March  2,  1907.  Hugh  MncRae  and  others.  Savannah  River  at  Hattons 
FoNl.    Not  built. 

48.  March  2.  1907.  Herman  T..  Hartenstein,  St.  .Joseph  River  at  Mottville, 
Mich.    Not  built. 

49.  March  2,  1907.  Pike  Rapids  Power  Co.,  Miss'sslppi  River  at  Morrison 
County.  Minn.    Not  built 

50.  March  2.  1907.  The  J.  R.  Earle  Development  Co.,  Savannah  River  at 
AndersonviUe  Shoals.    Not  built. 

51.  March  4.  1907.  Ahibnma  Power  Co.  at  Lock  12,  Coosa  River,  Ala.  Built; 
70,000  horsepower. 

52.  Fel)ninry  29,  190S.  Twin  City  Power  Co..  Savannah  Ulver  ;\t  Dortons 
Creek.  Three  (hinis.  Time  extende^l  by  ju-t  of  June  8.  1912,  and  a<'t  of  March 
1.  1916.    Not  built. 

5.S.  March  6,  1908.  Cnhaba  Power  Co.,  Cahaba  River  near  Centerville,  Ala. 
Not  built. 
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54.  March  10,  1906.  A.  J.  Smith  and  others,  Cboctawhatchee  Riyer,  Newton, 
Dale  County,  Ala.    Time  extended  by  act  of  February  13,  1911.    Not  built 

56.  March  16,  1906.  T.  H.  Frlel.  Mulberry  Fork  of  Black  Warrior  River 
near  Junction  with  Sipsey  Fork,  Walker  County,  Ala.  Not  built;  site  covered 
by  Lock  and  Dam  No.  17,  Black  Warrior  River,  built  by  United  States. 

56.  August  5,  1909.  J.  L.  Hankinson  and  others.  Savannah  River  at  Stevens 
Creek.    Time  extended  by  act  of  March  5,  1912.    Built ;  14,000  horsepower. 

« 

CLASS  C    (UNDEB  ACT  OF   1910). 
[Acts  pftMed,  IB ;  built,  2 ;  horsepower,  S4,500 ;  not  built,  13 ;  percentage  bailt,  18.] 

57.  March  3,  1905.  Edward  A.  Smith  and  others.  Rock  River  at  I^ndon. 
Permanent  grant  with  restrictions  as  to  navigation.  Time  extended  by  act  of 
February  25,  1907;  and  based  on  general  dam  act  of  1906.  New  act  passed  Feb- 
ruary 18,  1911,  in  favor  of  same  parties,  based  on  general  dam  act  of  1910. 
Not  built 

58.  February  25, 1907.  Pend  d'Oreille  Development  Co.,  Pend  d*Oreille  River 
near  international  boundary  line.  Under  general  dam  act  of  1906.  Time  ex- 
tended by  act  of  May  20, 1912,  and  based  on  general  dam  act  of  1910.    Not  built. 

59.  January  12,  1911.  Great  Northern  Development  Co.,  Mississippi  River  nt 
Coon  Creek  Rapids,  Hennepin  County.    Built ;  iO,500  horsepower. 

60.  March  4,  1911.  Pike  Rapids  Power  Co.,  Mississippi  River,  Morrison 
County.  Minn.    Not  built. 

61.  February  4, 1911.  Ozark  Power  &  Water  Co.,  White  River  near  For^ythe, 
Mo.    Built;  24,000  horsepower. 

02.  February  15,  1911.  Chucawalla  Development  Co.,  Colorado  River  at 
Pyramid  Canyon.    Under  Secretary  of  the  Interior.    Not  built. 

68.  February  18,  1911.  Byron  Water  Power  Co.,  Rock  River  at  Byron,  111. 
Not  built 

64.  February  18,  1911.  Ivanhoe  Furnace  Corporation,  New  River,  Va.,  at 
Ivanhoe.    Not  built. 

65.  February  18,  1911.  'Hugh  MacRae  Co.  and  others.  Savannah  River  at 
Cherokee  Shoals.    Not  built. 

66.  February  18,  1911.  The  Virginia  Iron,  Coal  &  Coke  Co..  New  River  at 
Foster  Falls,  Wythe  County,  Va.    Not  built 

67.  February  24,  1911.  Minnesota  River  Improvement  &  Power  Co.  Not 
built 

68.  February  24,  1911.  J.  W.  Vance  and  others,  James  River.  Stone  County. 
Mo.    Not  built 

69.  February  24,  1911.  Rainy  River  Improvement  Co.,  outlet  of  Lake  Nama- 
kan,  St.  Louis  County,  Minn.    Not  built. 

70.  March  3,  1911.  Greeley-Arlzona  Irrigation  Co.,  Colorado.  River  near 
Parker,  Ariz.    Not  built. 

71.  May  11,  1912.  The  Topeka  Commercial  Club.  Two  dams.  Kansas  River, 
Shawnee  and  Wabaunsee  Counties.    Not  built 

72.  July  5,  1912.  Cboctawhatchee  River  Light  &  Power  Co.,  Cboctawhatchee 
River  at  Newton.  Dale  County,  Ala.    Not  built. 

CLASS  D. 
[Acts  passed,  10 ;  built,  3 ;  horsepower,  46,000 ;  not  bailt,  7 ;  percentage  boilt,  83.] 

78.  April  5,  1904.  Davenport  Water  Power  Co.,  Mississippi  River  between 
Le  Claire  and  Davenport.  Lateral  diversion  subject  to  many  stipulations  as  to 
future  improvements  for  navigation.  Time  extended  by  act  of  February  5. 
1907.    Started  but  not  completed. 

74.  April  26,  1904.  Secretary  of  War  authorized  to  permit  the  city  of  Chat- 
tanooga or  individuals  to  construct  dam  at  Hales  Bar,  Tennessee  River. 
Amended  as  to  names  by  act  of  January  7.  1905.  Term,  99  years ;  built ;  42,000 
horsepower. 

75.  March  8,  1905.  Cumberland  River  Improvement  Co.,  authorized  to  im- 
prove Cumberland  River  and  tributaries  above  Burnside,  Ky.,  for  navigation 
and  power  development  Toll  privileges  to  cease  in  40  years ;  power  franchise 
perpetual  unless  repealed  by  act  of  Congress.    Not  built 

76.  May  1,  1906.  Samuel  S.  Davis.  Three  dams.  Rock  River,  Van  Druffs 
and  Cnrrs  Islands.    Built;  2,200  horsepower. 
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77.  June  18,  1906.  Charles  H.  Cornell,  Niobrara  River,  sec.  22,  T.  34  N..  R. 
27  W.    Revocable  by  Secretary  of  War.    Not  buUt 

78.  Jane  28.  1906.  Batesvllle  Power  Co.  to  develop  power  at  Lock  and  Dam 
No.  1,  White  River,  Mo.    Not  built. 

79.  June  29,  1916.  J.  A.  Omberg  to  construct  lock  and  dam  in  WhM  River 
above  Lock  No.  3  under  direction  of  Secretary  of  War.  Ninety-nine  year 
franchise.    Not  built 

80.  June  30,  1906.  Henry  T.  Henderson,  Little  River,  Ala.  Grants  right  to 
divert  water  from  public  lands  upon  payment  of  price  to  be  fixed  by  Secretary 
of  the  Interior.    Not  built. 

81.  February  27,  1911.  Ragland  Water  Power  Co.  Complete  Dam  and 
Lock  No.  4,  Coosa  River,  Ala.    Rights  granted  for  50  years.    Not  built. 

82.  March  2.  1907.  (H.  and  H.  Act.)  The  Sterling  Hydraulic  Co.,  Rock 
River  at  Sterling,  III.,  in  connection  with  Illinois  and  Mississippi  Canal.  Per- 
manent grant  in  exchange  for  rights  previously  held  but  obliterated  by  United 
States  construction.    Built,  2,200  horsepower. 

In  addition  to  the  108  miles  of  canalized  waterway  that  I  have 
just  mentioned,  private  capital  has  canalized  other  waterways  under 
appropriate  acts  of  Congress  to  the  extent  of  241  miles  and  has  de- 
veloped 537,850  horsepower,  all  of  which  is  being  used  directly  in  the 
public  service,  and  all  under  the  regulation  and  control  of  the  public. 
These  canalized  waterways  are  not  being  used  for  navigation,  except 
that  which  is  purely  local.  Thev  are  isolated  waterways,  and  before 
they  can  become  parts  of  through  systems  they  must  be  expanded  by 
other  connected  developments  of  a  similar  character.  The  United 
States  paid  no  money  for  these  241  miles  of  dependable  waterways, 
yet  it  can  make  use  of  them  at  any  time.  The  Government  did, 
however,  give  a  number  of  enabling  acts,  and  they  are  all  set  forth 
in  Appendix  B,  and  numbered  1,  2,  3,  7,  8,  12,  13,  17,  20,  23,  26,  27, 
37,  51,  59,  and  61. 

The  point  I  wish  to  make  is  that  all  but  two  of  these  acts  were 
designed  to  encourage  development  and  to  give  secure  investment 
titles.  All  but  these  two  were  passed  previous  to  1910,  but  the  two 
exceptions,  Nos.  59  and  61,  in  Appendix  B,  were  passed  under  the 
act  of  1910.  They  authorized  the  Coon  Rapids  development  on  tiie 
Mississippi  River  a  few  miles  above  Minneapolis  and  the  White 
River  development  of  the  Ozark  Power  Co.  near  Forsyth,  Mo. 
These  two — and  this,  I  think,  is  quite  important — ^these  two  plants 
which  were  built  under  the  act  of  1910  were  mere  adjuncts  to  then 
existing  public-utility  systems.  The  public  demands  for  more  power 
made  it  necessary  to  pledge  fee  properties  not  affected  by  these 
acts  in  order  to  raise  the  money  for  construction  purposes.  In 
other  words,  these  two  plants  were  and  are  to-day  indigent  relatives 
of  other  propertie^s  that  are  financially  strong,  and  it  seems  a  rather 
regretful  circumstance  that  it  was  the  development  made  under  Gov- 
ernment permit  that  had  to  be  financially  nursed  by  these  develop- 
ments previously  made  by  private  capital,  over  which  the  Federal 
Government  had  no  control.  One  would  naturally  suppose  that  a 
development  made  under  Government  auspices  would  be  the  one 
that  would  carry  the  financial  base  load. 

In  the  last  eight  years,  say,  from  the  beginning  of  the  Sixty-first 
to  the  end  of  the  Sixty-fourth  Congress,  water  power  presents  a 
rather  discouraging  legislative  record.  In  addition  to  many  general 
bills,  like  the  Ferris  bill,  the  Adamson  bill,  and  others,  special  bills, 
58  in  number,  have  been  introduced  into  Congress,  providing  for 
construction  pennits  at  41  different  sites.    Of  the  58  bills  introduced. 
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only  21  have  been  passed.  Two  developments  out  of  the  21  have  been 
made.  These  are  the  ones  I  just  discussed,  at  Coon  Rapids,  on  the 
Mississippi,  and  at  P'orsyth,  Mo.,  on  the  White.  Now,  these  4-1 
sites,  applied  for  in  the  58  bills  would,  if  developed,  have  added  400 
miles  to  the  slack-water  navigation  system  of  our  country.  Based 
on  past  costs,  $193,000  per  mile,  they  would  have  represented  a 
navigation  asset  for  the  like  of  which  the  Government  would  have 
had  to  pay  $77,000,000.  Instead  of  this,  the  country  has  secured 
30  miles  of  shick-water  channel  at  the  two  plants  that  were  con- 
structed. Considering  the  fact  that  in  the  case  of  all  these  proposed 
plants  the  sovereign  would  have  always  been  in  supreme  control — 
and  not  one  of  the  55  bills  attempted  to  evade  that — and  considering 
the  further  fact  that  the  power  developed  would  have  added  enor- 
mously to  the  wealth  and  productivity  of  the  country,  does  it  appear 
to  have  been  wise  to  throw  awav  this  navigation  asset  ? 

Over  and  around  all  this  dispute  concerning  this  matter  there 
remains  the  plain  fact  that  transportation  is  more  important  than 
our  weightiest  minds  have  been  able  to  declare.  Now,  why  not  let 
water  power  development  do  its  large  part  in  solving  this  transpor- 
tation problem?  Why  not  dignify  river  and  harbor  legislation  to 
that  large  extent?  All  the  plants  that  have  been  built  on  the  navi- 
gable streams  under  the  old  laws  that  gave  the  investor  plain  security 
have  served  the  public  well,  notwithstanding  the  fact  that  they  are 
not  encumbered  by  credit-destroying  legislative  restrictions  that 
have  in  the  last  8  or  10  years  become  fashionable.  Did  we  admit 
every  contention  of  those  who  advocate  such  restrictions,  still  would 
we  be  able  to  prove  that  the  highest  benefits  to  be  gained  by  them  are 
not  to  be  compared  with  the  transportation  assets  that  would  be 
secured  by  a  water-power  law  that  would  justify  prudent  invest- 
ment. Finally  I  wish  to  reemphasize  the  fact  that  if  in  connection 
with  your  consideration  of  many  of  the  points  of  conjecture  that 
you  have  raised  during  these  hearings,  you  will  reflect  on  the  ex- 
perience under  the  general  dam  act  of  1910.  you  will  find  the  answer. 

Mr.  Chairman,  that  is  all  I  had  in  mind  when  I  told  you  I  would 
take  half  an  hour. 

Mr.  Raker.  If  Mr.  Leighton  has  not  already  inserted  those  58 
bills,  will  he  give  a  reference  to  them,  and  the  ones  that  passed,  so 
that  we  can  turn  to  them  readily? 

Mr.  Leighton.  I  will  do  that. 

The  Chairman.  You  mean  just  the  numbers  and  titles? 

Mr.  Raker.  The  numbers  and  titles  of  those  introduced  and  those 
passed,  so  it  will  give  us  a  chance  to  refer  to  them  without  any  extra 
trouble  later  on. 

The  matter  referred  to  follows: 

Special  Dam  Bills  Introdiced  into  Sixty-ftrst-Sixty-foxjrth  Conqbessxb. 

sixty-ffrst  congress. 

1 .  H.  R.  2a580,  H.  R.  31390.  S.  10288. 

2.  H.  R.  26559.  H.  R.  26868. 

3.  H.  R,  31922,  H.  R.  17848,  S.  5248.  S.  10676. 

4.  H.  R.  6867,  S.  2036. 

5.  H.  R.  26580, 

6.  H.  R.  15429. 

7.  H.  R.  31599,  H.  R.  28506,  S.  10452. 
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8.  H.  n.  24740. 

9.  H.  R.  25775. 

10.  H.  R.  25502,  H.  R.  2965,  S.  8551. 

11.  H.  R.  11591. 

12.  H.  R.  11590,  H.  R.  11502. 

13.  H.  R.  15064,  H.  R.  31926. 

14.  H.  R.  11408.  H.  R.  12258. 

15.  H.  R.  31925. 

16.  H.  R.  17750,  H.  R.  31859,  S.  10417. 

17.  H.  R.  26411,  H.  R.  31931. 

18.  H.  R.  32317,  H.  R.  32756,  S.  10808,  S.  10690. 

19.  H.  R.  21109. 

20.  H.  R.  1052. 

21.  H.  R  2263,  S.  574. 

22.  H.  R.  31242. 

23.  H.  R.  30900,  S.  10268. 

24.  H.  R.  10025. 

25.  H.  R.  32.340,  S.  ia596. 
2a  H.  R.  6277. 

27.  H.  R.  14531,  H.  R.  32219,  S.  10668. 

8IXTT-BECOND  CONOXBAA. 

28.  H.  R.  27989,  S.  8068. 

29.  H.  R.  25035. 

30.  H.  R.  28868. 
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31.  S.  6244. 

32.  H.  R.  202. 

33.  H.  R.  1762. 

34.  H.  R.  1834. 

35.  H.  R.  1962. 

Sa  H.  R.  6144,  S.  2609. 

37.  S.  6637. 

38.  H.  R.  140. 

39.  H.  R.  7139. 

40.  H.  R.  5055. 

41.  H.  R.  9632. 

42.  S.  2425. 

43.  H.  R.  20097. 

44.  S.  3546. 

45.  H.  R.  16023. 

46.  H.  R.  17507. 
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47.  S.  7556. 

48.  S.  10836. 

49.  H.  R.  11721. 

50.  S.  1542. 

51.  H.  R.  10341. 
.52.  H.  R.  16469. 
.53.  S.  3283. 

.54.  H.  R.  17236. 
55.  H.  R.  8825. 
.56.  H.  R.  12281. 
,57.  S.  6300. 
.58.  S.  5202. 


The  Chairman.  Mr.  Leighton,  you  may  proceed  further  if  you 
wish  to  on  your  general  statement,  or  you  can  submit  to  interroga- 
tories. 

Mr.  EscH.  I  think  it  would  be  very  valuable  to  the  committee  if 
Mr.  Leighton  would  proceed  further. 
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The  Chairman.  If  he  cares  to  proceed  further  and  is  ready  to 
do  it,  the  committee  will  be  glad  to  hear  him. 

Mr.  Leighton.  I  would  w  glad  to  take  up  another  phase  of 
transportation. 

The  Chairman.  Very  well;  proceed. 

Mr.  Leiohton.  I  refer  to  the  electrification  of  railroads. 

The  Chairman.  Than  which  there  is  nothing  more  interesting. 

Mr.  Leiohton.  Something  that  promises  to  revolutionize  our  ideas 
concerning  railroad  operation  and  maintenance,  and  which  bears 
particulany  close  relation  to  water  powers,  because  the  water  powers 
in  the  main  are  located  in  or  near  the  places  where  there  is  the  great- 
est need  for  railroad  electrification.  That  is  not  true  in  all  respects, 
but  in  general  it  is  so. 

I  win  give  vou  briefly  the  advantages  in  railway  operation  that 
arise  from  railroad  electrification: 

First,  lower  power  costs — and  this  is  true  whether  the  electric 
power  is  produced  by  water  or  by  steam.  One  ton  of  coal,  for 
example,  in  a  central  electric  station  will  move  a  train  almost  twice 
as  far  as  the  same  ton  of  coal  burned  in  a  steam  locomotive.  A 
cheaper  srade  of  coal  can  be  used  in  the  central  station  than  out  on 
the  roaoT  Of  course,  you  are  already  aware  of  the  fact  that  the 
railroad  locomotive  is  in  most  respects  a  most  inefficient  steam  engine. 
Now,  from  7  to  15  per  cent  of  the  cost  of  railroad  operation  consists 
of  fuel  cost. 

Mr.  Hamilton.  Might  I  interrupt  you  to  ask  you  to  explain  that 
statement,  that  a  locomotive  is  tne  most  inefficient  steam  engine? 
Might  I  ask  you  to  amplify  that  ? 

Mr.  Leiohton.  A  steam  locomotive  is  an  inefficient  steam  engine 
for  many  reasons.  It  is  a  small,  isolated  unit,  working  under  ex- 
posed and  most  unfavorable  conditions. 

Mr.  Hamilton.  Because  it  is  limited  to  one  thing.    I  see  now. 

Mr.  Leiohton.  You  have  seen  a  steam  locomotive  in  operation 
spewing  smoke  and  waste  steam.  You  can  see  right  there  an  evi- 
dence of  inefficiency. 

Mr.  Hamilton.  Because  the  power  might  be  utilized  otherwise. 

Mr.  Leiohton.  Yes;  put  that  same  coal  into  a  central  station  and 
convey  the  power  over  a  wire  and  you  can  carry  the  same  train 
twice  as  far. 

Mr.  Hamilton.  I  see  what  you  mean,  now. 

Mr.  Leiohton.  It  also  releases  for  other  uses  the  rolling  stock  of 
the  road,  aggregating  many,  many  thousand  tons  capacity.  I  am 
told  on  good  autnority  that  the  change  from  steam  to  electric  traction 
from  Harlowtown,  Mont.,  to  Avery,  Idaho,  released  one-third  of  the 
rolling  stock  that  had  previously  been  used  for  coal  carrying  pur- 
poses for  the  road  alone. 

Fewer  locomotives  are  required  to  haul  the  same  tonna^.  Then 
there  is  the  item  of  reduced  expenses  for  locomotive  maintenance. 
To  maintain  an  electric  locomotive  requires  from  one-half  to  one- 
third  the  money  of  the  steam  locomotive.  Of  course,  that  is  due  to 
the  elimination  of  the  fire  box  and  the  boiler  and  the  reciprocating 
parts  of  the  engine.  Locomotive  maintenance  costs  are  a  very  large 
percentage  of  the  total  operation  costs.  Then  there  is  the  reduced  en- 
gineman  expense.  Two  or  more  electric  locomotives  can  be  coupled 
together  and  the  combined  power  utilized  under  operation  by  one 
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crew  without  adding  any  more  duties  to  it.  You  can  also  get  bettei 
speed  and  fewer  delays^  rendering  it  unnecessary  to  employ  so  many 
enginemen  per  train-mile. 

Then  there  is  the  reduced  track  maintenance  cost  due  to  the 
smoother  operation  of  the  driving  parts.  There  is  less  impact,  less 
slipping,  less  racking  and  less  weight  per  axle  on  the  rail.  In  the 
effort  to  get  increased  power  in  steam  locomotives  the  weight  on  axles 
has  been  run  up  to  70,000  pounds  per  axle.  On  electric  locomotives 
40,000  pounds  is  rarely  exceeded.  There  is  lower-car  maintenance, 
freight  and  passenger  car,  especially  on  the  drawbar  equipment,  due 
to  better  traction  and  steadier  pull  and  smoother  motion.  Then  there 
is  greater  elasticity  in  the  operation  of  the  system  as  a  whole.  Elec- 
tric locomotives  are  double-end  operators,  like  ferry  boats.  You  do 
not  have  to  take  time  and  yard  capacity  and  switching  capacity  going 
to  a  turntable  to  be  reversed. 

Here  is  another  point :  Any  electric  locomotive  can  be  operated  by 
any  experienced  engine  crew.  You  know  in  steam  railroad  operation 
every  locomotive  driver  regards  his  locomotive  as  his  own  baby,  and 
no  one  else  can  run  it  quite  as  well,  because  he  knows  the  peculiarities 
of  that  particular  unit.  It  is  not  so  in  electric  locomotive  operation. 
Another  strange  thing  is  increased  terminal  capacity.  You  do  not 
have  any  coaling,  watering,  ash  handling,  or  running  to  turntables. 
You  have  better  control  and  quicker  action.  The  capacity  of  the 
Broad  Street  Station  of  the  Pennsylvania  Bailroad  in  Philadelphia 
was  increased  seven  per  cent  by  electrifying  the  suburban  line  from 
that  station  to  Paoli,  Pa.  Of  course,  they  had  to  electrify  the  whole 
station,  and  the  Quicker  action,  and  the  increased  elasticity  of  opera- 
tion, postponed  tne  necessity  for  increasing  the  capacity  of  that  sta- 
tion lor  a  period  of  eight  years. 

There  is  the  lessening  of  trackage  corrosion  in  tunnels  due  to  fuel 

fases  combined  with  the  moisture  of  the  tunnels  on  the  railroads, 
'here  is  a  better  hauling  capacity  per  weight  of  steam  locomotives; 
also  recuperation  of  energy  on  the  grades ;  they  call  that "  regenerated 
breaking."  An  electric  motor  will  retard  a  train  as  easily  as  it  will 
move  one.  Trains  going  down  hill  are  controlled  by  motors.  Not 
only  is  the  train  steadied  and  made  to  run  smoothly  without  the 
application  of  brakes  and  consequent  wear  and  tear  and  slips  and 
shocks,  but  the  energy,  new  energy,  is  actually  generated  and  turned 
back  into  the  power  system. 

Finally,  there  is  greater  reliability  of  operation,  more  consistent 
speed,  better  speed  on  up  grades,  and  something  that  will  appeal  to 
ns  just  now — an  increased  power  during  cold  weather.  You  know 
steam  railroad  troubles  multiply  in  cold  weather  and  become  acute 
below  zero,  but  the  electric  motor  is  more  powerful  in  cold  weather 
than  in  hot.  The  capacity  of  an  electric  motor  depends  very  much 
on  its  ability  to  get  rid  of  the  heat  generated  by  it  in  the  passage  of 
the  electric  current  through  it,  and  so  the  colder  the  day  the  easier 
it  is  for  the  motor  to  get  rid  of  that  heat. 

Then  we  come  to  the  advantages  of  electrification  as  it  relates  to 
promotion  of  safety,  security  and  comfort  to  the  public.  The  train 
crew,  for  example,  is  relieved  from  shoveling  coal.  They  ha\  e  freer 
minds,  more  time  to  watch  the  track  ahead  and  observe  signals  an  1 
exert  vigilance.  The  crew  is  well  housed  and  comfortable,  and  it 
makes  all  the  difference  in  the  world  in  the  safety  of  operation  of  a 
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railroad.  Tkere  is  the  elimination  of  smoke,  which  has  been  re- 
sponsible for  the  lack  of  observation  of  signals.  It  pi-omotes  the 
comfort  and  cleanlinesa  of  passengers  in  travel.  Incidentally  it  in- 
creases the  value  of  real  estate. 

To  give  you  some  specific  facts  I  will  take  the  Butte,  Anaconda  & 
Pacific  Railway,  of  Montana,  92  miles  of  electrified  track.  The  de- 
crease in  expenses  of  electric  traction  over  those  of  steam  traction 
are  as  follows:  Fuel  and  power  saving,  47.8  per  cent;  saving  on  i-e- 
pairs,  26  per  cent;  saving  m  enginemen's  wages,  32  per  cent;  saving; 
m  engine  house  expenses,  37.7  per  cent ;  saving  in  water,  76  per  cent : 
saving  in  lubricants,  49  per  cent;  saving  in  other  supplies,  22  per 
cent.  Making  a  grand  average  total  saving  in  the  oi)erHtion  of  that 
90  miles  of  road  of  $268,728,  or  36.2  per  cent  of  the  total  operating 
expenses  of  the  road. 

On  the  Chicago,  Milwaukee  &  St.  Paul  road — now  most  of  these 
roads  are  operated  by  electric  power  furnished  from  hydroelectric 
plants — ^the  difference  between  steam  and  electric  traction  is  some- 
thing like  this :  Under  steam  traction  in  passenger  service  the  helper 
engine  miles  were  24,752.  Under  electric  traction  they  did  not 
require  any  helper  engines.  The  number  of  engines  on  the  road 
under  steam  traction  was  13  and  under  electric  traction  it  was  7. 
The  number  of  train  miles  pfer  engine — that  is,  the  capacity  of  the 
engines  under  steam  traction — was  9,190  miles.  That  is  13  locomo- 
tives. Under  electric  traction  the  train-miles  were  17,040,  and  that 
with  7  electric  locomotives.  That  was  all  in  passenger  service. 
Freight  service  is  quite  equivalent. 

I  would  like  to  say  just  a  few  words,  if  I  may,  concerning  amorti- 
zation. I  would  like  to  put  in  the  record  what  I  consider  the  best 
statement  that  I  have  seen  concerning  amortization  of  water-power 
plants.  I  quote  it  from  a  speech  by  Senator  Wesley  L.  Jones,  of 
Washington,  made  on  the  floor  of  the  Senate  March  5, 1914.  Senator 
Jones  said : 

A  hydroelectric  system  can  not  be  .'iiiortizJMl.  Tl»e  concern  is  :.i»t  like  a  mill 
or  a  factory.  The  ujlll  stands  as  a  relatively  fixed  investnieni  willi  a  *leiin!t.- 
capacity  for  production  and  a  tlu»rouy:hly  dettMinlned  earniujr  i)o\ver,  WIumi 
that  capacity  is  reached  a  new  mill  is  i)nilt  which  has  the  same  definite  iiiv*ssi- 
meiit  characteristics  as  the  tirst.  The  two  mills  are  intlependent  inve-tiuent 
units.  Burn  one  down  and  the  other  pnx'eeds  as  before.  Under  such  con  !i- 
tions  the  owner  may  amortize. 

Just  the  opposite  is  true  of  the  liydroelectric  system.  The  public  <len):i!nN 
for  power  c(»nstantly  crows  and  t!'"'  corporation  is  bound  to  supply  that  <leni- iid. 
Tlie  hydroelectric  system  is  never  completed,  it  never  becomes  a  fixed  invest - 
)nent  unit,  because  every  day  sees  some  new  line,  connection,  or  iustruiiieiT 
adde<l  in  response  to  a  new  call.  When  the  capacity  of  the  power  resotiriv'  i^ 
reached  we  do  not  l)uil(l  a  new  system  as  we  would  a  new  mill,  but  we  develop 
a  new  source  of  power  and  throw  it  into  the  same  system.  That  new  soiu^v 
of  power  l(»ses  its  individuality  and  becomes  a  mere  element  in  a  larjye  creation. 
A  hydroelectric  system  is  not  the  sum  of  its  parts,  but  it  is  the  whole  thing,  just 
as  a  man  is  a  man,  and  not  the  sum  of  suntlry  arms,  lei?s,  and  organs.  CouM 
one  amortize  the  value  of  a  leg? 

It  would  be  easy  enough  to  amortize  if  there  \vere  but  one  ix>wer  plant,  one 
set  of  customers,  and  the  latter  never  demanded  more  than  the  former  ctndd 
furnish;  but  we  are  not  considering  peanut-stand  propositions  of  that  kind. 
Except  in  rare  cases,  the  real  hydroelectric  system  has  several  and  sometiiues 
many  sources  of  power.  It  usually  begins  with  one  or  more  sources  in  private 
ownership.  Business  grows  and  then  Government  sites  may  be  added,  so  that 
the  private  iind  (rovernment  sites  are  merged  and  lose  their  identity  in  one 
L'reat  network. 
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Now,  apply  this  ilO-year  surrender  idea.  After  a  while  the  time  limit  on 
one  of  these  Government  sites  expires.  Who  is  wise  enough  to  amortize  that 
improvement,  or,  in  the  final  surrender  to  the  Government,  to  determine  what 
part  of  the  distribution  system  is  functional  to  that  particular  site?  One  might 
its  well  try  to  unscramble  eggs. 

Follow  the  idea  to  its  logical  conclusion  and  it  will  be  apparent  that  the  in- 
crease in  utilization  of  power  by  the  public  will  necessitate  the  progressive 
nddition  of  new  sites  to  the  hydroelectric  system.  Therefore  it  will  certainly 
occur  that  at  the  very  time  when  the  public  utility  company  Is  acquiring  a  new 
site  to  meet  a  new  demand  it  would  be  surrendering  to  the  Government,  free 
f»f  cost,  a  site  acquire<l  50  years  before  and  which  is  still  needed  in  the  system 
to  supply  current  demand.  Does  the  preservation  of  the  public  interest  really 
re*iuire  such  chaotic  procedure? 

I  think  that  is  all  I  have  in  mind,  Mr.  Chairman,  unless  you  have 
some  questions. 

The  Chairman.  Mr.  Esch,  do  you  wish  to  interrogate  Mr.  Leigh- 
ton? 

Mr.  Esch.  Does  your  record  show  the  Rainy  River  dam  project, 
which,  I  think,  passed  in  1908  ? 

Mr.  Leiohton.  Yes,  sir. 

Mr.  Esch.  You  remember  that  bill  as  originally  passed  by  Congress 
was  vetoed  by  President  Roosevelt,  and  it  was  then  that  he  sent  in  a 
message  to  Congress  declaring  that  it  was  his  view  that  hereafter  no 
power  sites  should  be  granted  by  Congress  or  no  dams  should  be  per- 
mitted by  Congress  unless  the  oils  contained  certain  provisions,  and 
among  those  was  the  50-year  limitation  and  the  right  to  make  a 
charge,  and  two  or  three  others. 

Mr.  Leightox.  Yes. 

Mr.  Esch.  That  was  really  the  source  of  the  act  of  1910. 

Mr.  Leighton.  It  was,  but  it  did  not  affect  the  Rainy  River  propo- 
sition. That  was  passed  over  his  veto,  under  the  general  dam  act 
of  1906. 

Mr.  Esch.  But  the  projectors  of  the  Rainy  River  dam  before  this 
committee  assented  practically  to  all  the  provisions  which  were  sub- 
sequently put  in  the  act  of  1910. 

Mr.  Leighton.  Yes;  and  I  am  glad  you  mentioned  that,  because 
it  bears  on  the  whole  matter  of  the  extension  of  the  term  after  50 
years.  Those  Rainy  River  people  were  overboard.  They  had  piit 
large  amounts  of  money  into  that  project,  and  they  came  here  plead- 
ing for  an  extension.  Having  been  subjected  to  a  presidential  veto 
they  were  then  in  a  position  where  they  were  willing  to  accept  what 
they  would  not  have  considered  accepting  in  the  first  instance.  And 
that  is  just  where  we  run  up  against  difficulties  in  financing  water- 
power  projects  in  the  first  i)lace.  There  is  a  lot  of  difference  between 
a  ^et  of  investors  that  ha\e  millions  tied  up  and  a  set  of  investors 
that  haven't.  The  Rainy  River  people  started  in  with  a  clear  title 
under  the  act  of  1906.  They  were  delayed,  and  under  duress — a 
financial  duress  which  every  investor  wishes  to  avoid — they  were 
ready  to  take  almost  anything  they  could  get,  hoping,  of  course,  that 
later  Congress  would  pass  some  law  which  would  straighten  them 
out  as  to  title  conditions. 

Mr.  E^sch.  There  was  another  complication,  of  course;  that  was  an 
international  project.  The  Province  of  Ontario  had  given  them  a 
grant  to  that  site,  and  they  had  to  come  to  Congress  for  the  right  to 
build  on  tfiis  side.  Then  there  was  a  conflict  between  the  Province 
of  Ontario  and  the  United  States  as  to  where  they  would  locate  each 
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plant,  and  naturally  each  country  wanted  as  much  of  the  plant  as 
possible  on  its  side. 

Mr.  Leiohton.  Yes.  The  attitude  of  such  investors  as  were  re- 
ferred to  by  Mr.  Krauthoff,  who  appeared  here  the  other  day,  has 
changed  remarkably  since  1910,  and  especially  since  the  "Garfield 
raid  ^  of  1913. 

Mr.  EscH.  You  mean  in  regard  to  those  revocable  permits? 

Mr.  Leiohton.  Yes.  I  called  it  the  "Garfield  raid."  That  is 
the  name  it  is  commonly  called  in  financial  circles. 

Mr.  EscH.  Well,  that  was  not  the  only  veto.  There  was  another 
veto. 

Mr.  Leiohton.  The  James  River  veto,  at  about  the  same  time. 

Mr.  EscH.  Yes ;  and  those  two  were  the  prime  causes  for  the  adop- 
tion of  the  act  of  1910.  Now,  in  what  respect  do  you  consider  that 
the  act  of  1910  was  unworkable  and  discouraged  development? 

Mr.  Leiohton.  First,  it  gives  a  grant  for  a  period  of  50  years, 
without  any  provision  for  the  disposition  of  the  propnertjr  at  the  end 
of  that  term.  That  is  the  big  controlling  trouble  with  it  No  one 
knows  when  he  puts  his  money  into  a  property  under  the  general 
dam  act  of  1910  how  he  is  going  to  get  the  principal  on  the  bonds 
that  he  purchases.  The  case  applies  strictly  to  the  conditions  cited 
by  Mr.  Krauthoff  a  few  days  ago.  Expressed  in  common  language  the 
case  is  like  this :  I  borrow  money  of  you — or  I  try  to  borrow  money 
of  you— on  my  note.  In  hydroelectric-power  financing  that  is  equiv- 
alent to  the  first  bond  issue.  You  ask  what  security  I  can  give  to  you, 
and  I  reply :  "  I  know  that  I  can  pay  you,  sir,  because  when  this  note 
expires  I  know  another  fellow  who  will  take  my  note  and  give  me 
the  money  which  I  can  turn  over  to  you."  If  you  want  to  lend  me 
that  money,  the  first  thing  you  do  is  to  look  up  that  other  fellow 
and  determine  how  good  my  claim  is  on  him,  or  how  good  his  inten- 
tions are  toward  me.  And  if  you  find  that  this  man  is  good  and 
will  surely  back  me  up  and  cash  my  note  when  yours  expires,  you 
would  lend  me  the  money. 

Mr.  Hamblton.  You  will  have  to  take  your  chances  on  the  other 
fellow  changing  his  mind,  however. 

Mr.  Leiohton.  Exactly;  but  of  course  underlying  security  is  as- 
sumed. The  other  fellow  must  have  security  back  of  his  indorse- 
ment, too.  But  I  am  now  discussing  just  this  particular  transaction. 
Now,  as  Mr.  Krauthoff  outlined  that  case  the  other  day,  I  sell  you 
bonds  on  a  water-power  project.  You  know  very  well  that  I  can  not 
pay  off  those  bonds  at  maturity.  All  that  I  can  do  is  to  refund  them, 
or,  in  other  words,  to  borrow  money  from  somebody  else  to  pay  you 
your  money.  The  parallel  persists  all  through.  The  first  thmg  you 
do  in  this  case,  as  in  the  case  of  my  personal  note  just  mentionecf,  will 
be  to  find  out  what  is  the  prospect  of  my  being  able  to  refund  those 
bonds  at  the  end  of  the  time.  Now,  they  may  be  20-year  bonds,  30- 
year  or  40-year  bonds.  I  know  of  some  100-year  bonds  on  the  market 
to-day.  But  assume  that  they  are  40-year  bonds.  You  find  that  at 
the  end  of  those  40  years  I  have  got  10  years  more  of  license  period 
without  any  provision  thereafter.  You  will,  if  you  are  prudent,  con- 
clude that  I  have  no  guarantee  that  I  can  refund  the  bonds  that  I 
am  trying  to  sell  you;  and  if  I  can  not  refund  them  I  can  not  pay 
back  the  principal. 
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Mr.  EscH.  Is  that  because  there  is  only  10  years  left  of  the  term? 
Mr.  Leighton.  Only  10  years  left  of  the  term,  and  chaos  beyond 
that.  The  facts  are  as  plain  as  a  pikestaff.  You  can't  make  standard 
investments  of  water-power  securities  if  you  leave  the  hind  end  of 
the  license  contract  open  to  the  four  winds.  The  best  that  you  can 
do  with  financing  under  the  general  dam  act  of  1910  or  under  the  bill 
before  you,  if  it  be  not  corrected,  to  cover  a  secure  refunding  term,  is 
to  issue  securities  that  are  speculative,  and  it  goes  without  saying  that 
our  public  utilities  ought  to  be  in  a  position  where  they  can  become 
standard  investments  on  a  par  with  bank  stock  or  municipal  bonds, 
so  that  the  consumers  of  public-utility  service  can  confidently  invest 
hi  them  and  thereby  have  personal  interest  in  the  public  agencies  that 
they  patronize. 

Mr.  EscH.  In  my  State  the  original  gi'ant  is  30  years,  with  the  right 
of  relicense  for  10  additional  years.  They  are  making  some  develop- 
ment under  that  act. 

Mr.  Leioiiton.  I  was  interested  in  your  statement  about  that  the 
other  day,  Mr.  Esch.  I  have  been  wondering*  just  how  much  develop- 
ment there  is  and  what  the  conditions  are.  What  is  the  demand  for 
power?  Is  it  the  same  as  that  of  the  Minneapolis  General  Electriir 
Co.  when  it  had  large  fee  properties  to  place  imder  the  securities 
issued  for  its  Coon  Rapids  plants  under  the  general  dam  act  of  1910? 
Mr.  Escii.  Of  course,  there  are  no  public  lands  involved  in  o^ir 
State. 

Mr.  Leioiiton.  No;  of  course,  it  is  a  navigable  stream. 
Mr.  Esch.  It  is  on  the  Chippew^a  River. 

Mr.  Leighton.  I  think  it  would  be  w^ell  before  you  came  to  a  con- 
clusion as  to  the  Wisconsin  law  to  turn  the  paper  over  and  see  just 
what  all  the  conditions  are. 

Mr.  Esch.  Well,  it  was  an  act  passed  in  1913,  amended  in  1915,  lib- 
eralized in  1915.  Under  the  liberalized  act  these  improvements  have 
been  made  and  water  power  has  been  developed  to  the  extent  of  45,000 
horsepower. 

Mr.  Leighton.  They  could  not  be  made  under  the  previous  act? 
Mr.  Esch.  No;  I  say  they  liberalized  it  in  the  act  of  1915. 
Mr.  Leighton.  And  is  the  plant  now  under  construction? 
Mr.  Esch.  It  is  already  turning  out  current  and  has  been  for  six 
months. 

Mr.  Leighton.  I  wish  I  knew  the  conditions  underlying  the  whole 
thing. 

Mr.  Esch.  I  can  not  give  you  those. 

Mr.  Leighton.  Of  course,  even  under  a  revocable  permit  we  have 
had  some  very  large  developments.  Take  the  Big  Creek  develop- 
ments in  southern  California,  probably  the  largest  or  as  large  a^ 
any  developments  in  the  West.  They  are  under  revocable  permit 
OH  the  national  forest.  But  that  was  a  gamble  of  dne  rich  man.  He 
h4,d  faith  in  his  property  and  could  afford  to  gamble  on  the  future. 
Nevertheless  he  found  it  necessary  to  make  those  bonds  a  first  lien 
as  to  principal  and  intere^  on  tis  enormous  personal  estate.  So 
if  you  will  look  closely  into  these  cases  you  will  generally  find  that 
there  is  something  underlying  them.  You  can  not  put  a  project  out 
aftd  make  it  startd  on  its  oXvn  financial  feet  on  the  basis  of  terms  tliat 
have  uncertainty. 
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Mr.  £scii.  It  is  the  biggest  plant  the  company  owns  in  the  State. 
They  have  other  plants,  and  tney  may  have  had  assets  which  might 
have  gone  into  the  security  in  raising  funds  to  develop  the  big  project. 
I  am  not  certain  as  to  that.  But  going  back  to  the  act  of  1910,  Con- 
gress thought  it  was  going  the  limit  when  we  passed  it,  but  we  put 
restrictions  on  there  that  never  were  contemplated  in  the  act  of  1U06, 
nor  under  the  older  rivers  and  harbors  act  of  1899;  and  under  the 
act  of  1910  there  were  a  lot  of  applications  or  bills  filed  before  this 
committee,  and  you  have  a  list  oi  tliose. 

Mr.  Leighton.  Fifty-five.  I  will  insert  a  list  of  those.  [List  in- 
seited  previously.] 

Mr.  EscH.  Now,  you  said  that  under  those  that  have  been  passeii 
under  the  act  of  1910,  only  two  have  come  to  full  development. 

Mr.  Leighton.  Only  two;  yes,  sir. 

Mr.  EscH.  And  vour  contention  is  that  the  rest  of  them  were  not 
<ieveloped,  although  they  had  gotten  a  grant  from  Congress,  because 
of  the  terms  of  the  act  under  which  thev  had  to  build  ? 

Mr.  Leighton.  Yes,  Mr.  Esch;  it  so  happens  that  in  my  official 
and  professional  work  I  have  been  obliged  to  knock  around  a  good 
deal,  have  run  against  most  of  the  projectors  of  those  projects,  and 
have  taken  the  trouble  to  ask  them  why  they  did  not  go  on  with  their 
work.  The  reply,  "  We  could  not  finance  under  the  act/'  came  to  mo 
A^ith  monotonous  regularity. 

Mr.  EscH.  You  know  those  bills  were  introduced  only  two  or  three 
years  after  1910,  and  none  after  that.  I  think  none  were  introduced 
after  President  Taft  vetoed  the  dam  on  the  Black  Warrior  and  Coosa 
Rivers. 

Mr.  Leighton.  The  water-power  projectors  as  a  rule  saw  it  was 
no  use  to  introduce  any  more. 

Mr.  Escii.  And  this  committee  did  not  think  it  was  worth  while 
to  report  after  that.  That  is  why  there  has  been  nothing  since  that 
time. 

Mr.  Lei(}hix)n.  I  think  that  if  the  veto  of  President  Taft  on  the 
Coosa  River  had  not  occurred  you  would  have  had  a  larger  num- 
ber of  bills  introduced  than  you  have  had,  notwithstanding  the  very 
apparent  intention  of  the  bill.  It  is  easy  to  get  a  bill  introduced 
mto  Congress  covering  a  general  dam  j)roposition,  you  know,  and 
their  are  many  projectors  who  get  their  bills  introduced  first  and  look 
up  their  financial  tacts  afterwards.  You  have  had  a  bill  introduced 
in  this  Congress  in  this  session,  I  think,  and  referred  to  this  com- 
mittee. 

Mr.  La  Follette.  Will  you  allow  me  to  say  in  that  connection  that 
I  introduced  a  bill  into  Congress  for  the  extension  on  the  Pend 
d'Oreille  River  on  one  of  those  projects,  and  this  conunittee  reported 
it  out.  It  was  the  only  bill  that  was  reported  out  granting  any 
water-power  legislation  during  the  Sixty-second  Congress,  and  the 
people  that  had  that  project  went  to  Secretary  Lane  and  got  special 
agreements  that  would  allow  them  to  finance  the  project,  but  they 
were  unable  to  procure  a  single  dollar  and  were  practically  tied  up 
and  lost  their  investment. 

Mr.  Leighton.  Mr.  La  FoUette's  mention  of  the  Pend  d'Oreille 
matter  reminds  me  of  one  suggestion  that  I  would  like  to  make  with 
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regard  to  this  bill,  and  which  has  not  been  mentioned.  It  refers  to 
section  9,  page  16,  line  8 : 

A  schedule  of  annual  rate^:  of  ehar^^e.  wbich  rates  shall  iu  no  cHue  be  letts 
than  10  cents  per  horKepower  per  annum,  shall  be  set  forth  in  each  license. 

Now,  if  you  will  go  down  to  line  16,  the  latter  part  of  the  line — 

■and  shall  also  give  due  consideration  to  and  due  credit  for  the  annual  interest, 
mainteuarce,  and  oix^ration  costs  to  the  licensee  on  account  of  any  lock  or 
locks  or  other  aids  to  navigation  constructed,  maintained,  or  opera te<l  at  the 
exx)ense  of  the  licensee. 

There  are  ^oin^  to  be  cases  where  either  the  10-cent  minimum 
provision  or  this  due-allowance  provision  will  be  inoperative.  That 
^end  d'Oreille  development,  or  proposed  development,  is  a  case  in 
point.  That  development  is  on  a  navigable  stream,  and  also  involves 
public  lands  and  forest  lands.  Some  lour  or  five  years  ago  the  Sec- 
retary of  the  Interior  and  the  Secretary  of  Agriculture  (Secretaries 
Lane  and  Houston)  joined  in  granting  a  permit  covering  the  public 
lands  and  the  forest  reservations.  And  in  that  permit  it  was  speci- 
fied that  the  permittee  should  pay  no  rental  at  all  for  a  period  of 
10  years.  Those  two  Secretaries  considered  that  that  development 
was  so  difficult,  so  hazardous,  and  at  the  same  time  so  meritorious 
that  it  either  would  not  stand  a  rental  charge  or  that  the  rental 
-charge  should  be  omitted  for  other  reasons. 

Now,  if  you  should  pass  this  bill  creating  this  commission,  it  is  a 
singular  tning  that  the  majoritv  of  that  conunission  (Secretaries 
Lane  and  Houston)  would  come  face  to  face  with  this  Pend  d'Oreille 
permit,  for  it  will  be  applied  for,  I  am  informed,  as  soon  as  a  suitable 
bill  is  passed.  They  would  adjust  this  permit  and  be  obliged  to  put 
on  a  minimum  rate  of  10  cents  per  horsepower,  whereas  five  years 
ago,  after  full  consideration  of  the  matter,  they  considered  there 
should  not  be  any  charge  for  10  years.  That  is  a  little  difficulty  that 
I  think  ought  to  be  taken  into  consideration.  Incidentally  it  seems 
that  that  whole  matter  is  one  that  ought  to  be  put  up  to  the  conmiis- 
sion.  You  propose  to  grant  them  under  this  bill  enormous  discre- 
tionary powers,  and  it  does  seem  to  me  that  this  question  of  a  10-cent 
rental  is  rather  a  minute  thing  to  hold  them  up  on  in  comparison  with 
the  large  duties  that  you  are  going  to  insist  upon  their  exercising  in 
<;onnection  with  the  administration  of  this  measure. 

Mr.  Escn.  I  have  one  question  that  I  would  like  to  ask,  Mr.  Chair- 
man. As  chief  hydrographer  of  the  Geological  Survey  for  10  years, 
you,  of  course,  made  surveys  of  water  sites  tliroughout  the  United 
States? 

Mr.  Leighton.  Yes,  Mr.  P^sch;  surveys  and  examinations. 

Mr.  EscH.  Were  tliose  confined  to  the  public  domain  ? 

Mr.  Leighton.  The  surveys  made  by  the  Government  alone  were, 
as  I  recall,  all  confined  to  the  public  domain.  The  examinations  cov- 
ered the  East  pretty  thoroughly;  and  some  surveys,  as  I  recall,  made 
in  the  East  were  under  cooperation  with  the  various  States. 

Mr.  EscH.  Now,  the  data,  of  course,  which  is  gathered  by  the  Geo- 
logical Survey  would  become  available  to  the  commission  under  this 
bill? 

Mr.  Leigfiton.  Oh,  yes. 

Mr.  EscH.  Under  the  terms  of  paragraph  A  of  section  4,  "  to  make 
investigations  and  to  collect  and  record  data  concerning  the  power 
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industry  and  its  relation  to  other  industries  and  to  interstate  aiid 
foreign  commerce,  and  concerning  the  location^  capacity,  develop 
ment  costs,  and  relation  to  markets  of  power  sites  to  the  extent  it 
may  deem  necessary  or  useful  for  the  purposes  of  this  act."  To  what 
extent  has  the  work:  of  the  Geological  Survey  met  the  conditions  set 
forth  in  that  paragraph  ? 

Mr.  Leiohton.  1  can  recall  at  least  half  a  dozen  reports — ^there  are 
probably  many  more  that  I  do  not  recall — ^published  reports  on  the 
water-power  sites,  developed  and  undeveloped,  in  various  Eastern 
States.  And  there  has  been  more  or  less  publislicd  oh  nearly  all  the 
Western  States.  In  fact,  the  Pickett  Act,  ot  1910,  made  it  necessary 
for  the  Geological  Survey  to  ^o  into  the  Western  States  and  abso- 
lutely locate  pdsfeible  power  sitey?  so  that  the  land  might  be  with- 
drawn for  power  purposes. 

Mr.  EscH.  Well,  then,  did  your  survey  consist  of  a  survey  of  the 
whole  region! 

Mr.  Leiohton.  Usually  it  consisted  of  a  survey  bf  the  profile  of 
the  stream  and  a  more  detailed  survey  of  topography  and  other  fea- 
tures of  dam  sites. 

Mr.  EscH.  Well,  tvould  that  be  sufficient  for  a  person  who  sought 
to  locate  a  dam  site  to  base  his  location  upon  it,  or  would  he  have  to 
have  another  survey,  as  contemplated  by  this  itct? 

Mr.  Leiohton.  The  facts  given  are  sufficient  ib  etiable  him  to 
locate  the  most  productive  site  along  any  course  of  a  stream,  but  he 
would  have  to  make  his  final  location  surveys  and  estimates  himself. 

Mr.  EscH.  Well,  yoU  think  it  should  be  the  right  of  the  Govern- 
ment then,  do  you,  to  make  such  a  complete  and  accurate  survey  on 
all  of  the  streams  on  which  power  sites  are  capable  of  being  devel- 
oped, so  as  to  be  available  for  investments,  or  should  that  be  left  bo 
the  brivate  initiative? 

Mr.  Leiohton.  I  confess  I  have  never  analysed  that  very  much. 
I  ^  firm  in  the  belief,  however,  that  it  is  a  very  distinct  and  beneficial 
province  of  Government  to  make  prfeliminafjr  location  surveys  and  re- 
ports thereon.  But  as  to  final  and  definite  locations  and  estimates  of 
cost,  etc.,  it  has  never  been  my  habit  to  consider  that  the  province  of 
Government,  unless  a  large  amount  of  t)Ublic  land  were  involved,  as 
it  was,  for  example,  on  the  t)eschutes  River  in  Oregon,  where  the 
Geological  Survey  made  a  survey  and  report  that  was  comparable  in 
all  respects  with  the  dignity  of  that  Canadian  report  that  Mr.  Merrill 
showed  you  when  he  was  testifying  here  the  other  day. 

Mr.  EscH.  Well,  to  develop  a  stream  to  the  greatest  public  interest 
you  would  have  to  look  out  not  merely  for  power  development  but 
for  irrigation  purposes  and  for  navigation. 

Mr.  &IGHTON.  Undoubtedly. 

Mr.  EscH.  NoWj  when  you  made  your  surveys  were  you  influenced 
primarily  by  irrigation  purposes  or  power  development? 

Mr.  Leiohton.  A  coordination  of  the  two  in  the  West. 

Mr.  BscH.  You  did  not  have  much  to  do  with  tiavigation,  then  ! 

Mr.  Leiohton.  No;  except  along  the  Columbia  Kiver.  That  is 
about  the  only  large  western  stream  that  is  navigable,  except  possibly 
in  law. 

Mr.  EscH.  I  know  when  you  were  chifef  hydrogi-apher  you  were 
very  much  interested  in  getting  an  appropriation  feach  year  for  meas- 
urements. 
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Mr.  Leigiiton.  Yes- 
Mr.  EscH.  And  ground  flows,  etc. 

Mr.  Leighton.   i  es,  sir. 

Mr.  EscH.  Now,  you  have  made  those  stream  measurements  for 
many  years.  Will  the  data  you  have  thus  secured  be  available  for 
the  purposes  of  this  act? 

Ml*.  Leighton.  It  will  not  only  be  available  but  it  is  the  only  thing 
there  is. 

Mr.  EscH.  It  is  the  only  reliable  data  that  anybody  has  up  to  date? 

Mr.  Leighton.  Yes;  save  here  and  there  fragmentary  data.  Of 
course,  the  Weather  Bureau  has  a  long  record  of  river  stages  at  vari- 
ous points,  to  which  the  Geological  Survey  has  tied  with  its  investi- 
gations. But  about  the  only  reliable  prima  facie  evidence  concerninff 
stream  flow  in  the  United  States  is  that  published  by  the  United 
States  Geological  Survey. 

Mr.  EscH.  Are  your  gauging  stations  always  Jocated  wh^re  they 
will  give  reliable  information  as  to  stream  flow  for  power  purposes? 

Mr.  Leighton.  No;  they  are  not,  and  they  never  will  oe,  unless 
the  Government  wants  to  put  in  millions  and  millions  of  dollars 
annually. 

We  are  obliged  to  put  our  gauging  stations  where  the  results  will 
be  accurate.  I  think  it  unwise  to  take  up  your  time  with  a  long  ex- 
planation of  it,  because  it  involves  hydraulic  considerations.  More- 
over, we  are  obliged  to  put  gauging  stations  where  we  can  hire  ob- 
servers, and  especially  in  all  tne  Western  States  observers  are  not  very 
plentiful. 

Mr.  Kakkr.  There  are  just  a  couple  of  questions  that  I  vsmt  to 
ask  in  this  connection.  Mr.  Leighton,  you  have  been  her©  in  at- 
tendance at  these  hearings,  and  vou  have  given  a  good  deal  of 
consideration  to  this  particular  bill,  in  addition  to  general  water- 
power  legislation? 

Mr.  Leighton.  I  have. 

Mr.  Raker.  And  the  building  and  construction  of  dams,  reser- 
voirs— both  for  power  and  irrigation  purposes? 

Mr.  Leighton.  Yes. 

"Sir.  Raker.  Which  are  interlaced  and  locked  i|p  with  each  other 
i^nd  are  pretty  hard  to  separate? 

Mr.  Leighton.  Yes,  sir. 

Mr.  Raker.  Taking  the  confidential  print,  without  the  sug^^ted 
amendments  in  the  second  confidential  print;  in  your  investigation  of 
it,  is  it  workable  ? 

Mr.  Leighton.  Without  these  amendments? 

Mr.  Raker.  Yes 

Mr.  Leighton.  No. 

Mr.  Raider.  Well,  now,  the  second  question:  Is  it  workable  with 
the  amendments  as  suggested  in  the  confidential  print,  the  proposea 
legislation  ? 

"Mr.  Leighton.  As  printed  in  italics? 

Mr.  R^KER.  Yes. 

Mf.  LlEIOHTQNi  No. 

Mr.  R^KEB.  Well,  take  the  ^piie^ndi)aents  that  Jjiave  be^  ©resent^ 
ifpre'by  vafnotis  gentlemen  who  hfvc  spoken— Mrl  Brittop,  Mr.  Hal]^ 
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Mr.    Mathews — embodying   them    in   the   bill    with    the   suggested 
amendments  in  the  confidential  print,  is  it  to  your  mind  workable? 

Mr.  Leighton.  Yes. 

Mr.  Raker.  And  would  be  satisfactory,  you  believe,  to  the  interest 
of  the  Government;  give  the  investors  full  and  fair  opportunity  and 
safe  investment? 

Mr.  Leighton.  Yes. 

Mr.  Kaker.  And  at  the  same  time  fully  protect  the  public? 

Mr.  Leioiiton.  I  think  there  is  no  question  about  it. 

Mr.  Saker.  So  that  the^e  amendments  now  that  have  been  sug- 
gested by  the  various  men  who  have  appeared,  properly  placed  in  the 
bill  in  connection  with  the  amendments  that  have  been  suggested  in 
the  second  confidential  print  of  the  proposed  legislation,  you  believe 
the  bill  is  workable  and  will  bring  actual  development  and  good 
results  for  all  concerned  ? 

Mr.  Leighton.  I  do;  and  I  think  if  the  bill  is  passed  that  way. 
that  the  next  five  years  will  see  either  completed  or  under  construc- 
tion, power  developments  to  a  total  of  at  least  2,000,000  horsepower, 
and  I  am  not  speaking  at  random. 

Mr.  Raker.  Now  that  is  very  encouraging  and  sounds  good,  as  com- 
pared to  this  revocable-permit  proposition  that  we  have  been  fighting 
for  the  last  10  years,  and  that  many  of  us  who  live  in  the  West  knew 
was  all  moonshine  when  it  was  put  up  and  would  continue  to  be 
unless  we  got  new  legislation.  Thig  thing  of  talking  about  con- 
servation and  then  using  it  for  reservation  solely  without  conserva- 
tion— there  is  nothine  in  it.    That  is  right,  isnt  it? 

Mr.  Leighton.  I  think  so. 
•    Mr.  Saker.  We  want  to  use  conservation  connected  with  use. 

Mr.  Leighton.  Yes,  sir;  conservation  means  wise  use. 

Mr.  Raker.  Exactly.  Are  there  any  of  these  amendments  that 
have  been  suggested  now,  in  your  mind,  that  will  undermine  the 
main  purposes  of  this  bill  and  leave  it  weak?  If  there  are,  would 
you  kindly  give  us  your  views  on  them?  You  have  watched  them 
pretty  closely. 

Mr.  Leighton.  I  can  not  at  the  present  I'ecall  any  suggested 
amendments  that  have  been  made  which  will  undermine  the  bill.  I 
have  not  heard  any  amendments  suggested  that  will  render  the  bill 
subversive  of  the  public  interest. 

Mr.  Raker.  In  other  words,  putting  it  in  a  blunt,  awkward  ex- 
pression— it  doesn't  sound  very  good,  but  it  has  its  meaning — are 
there  any  "jokers"  in  those  suggested  amendments  that  affect  the 
bill?    That  is  plain  language. 

Mr.  Leighton.  Positively  I  see  no  jokers. 

Mr.  Raker.  I  became  acquainted  with  Mr.  Leighton  when  he  was 
in  the  service  as  chief  hydrographer  and  have  watched  his  work 
ever  since,  and  I  feel  perfectly  frank  and  free  to  put  the  question 
to  him  when  he  is  before  the  committee,  to  get  his  frank  and  honest 
judgment  on  it. 

Mr.  Leighton.  Mr.  Raker,  I  am  representing  no  one  here  this 
afternoon.  I  have  always  been  a  conservationist.  I  happen  to  be 
the  man  who  sought  out  in  the  field  und  recommended  for  with- 
'drawal  probably  70  per  cent  of  the  lands  that  were  withdrawn  in 
the  West  for  power  purposes  up  to  the  time  of  my  leaving  the  survey. 
There  may  have  been  some  adjustments  since  five  years  ago  when  I 
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Ifft  the  survey,  but  the  greater  part  of  those  lands  were  withdrawn 
on  my  recommendation,  I  being  field  agent.  I  think  my  record  in 
the  matter  of  protecting  the  public  interest  will  bear  the  inspection 
of  any  one.  I  have  looked  over  this  matter  very  carefully.  I  have 
been  a  constant  reader  of  debates  in  Congress  on  water-power  mat- 
ters in  general  for  the  last  10  years.  I  can  see  no  fault  with  this  bill 
from  the  standpoint  of  the  public  interest. 

Mr.  Baker.  You  can  readily  realize,  and,  too,  that  where  one  may 
attempt  and  try  to  get  the  best  results  he  can  in  the  committee  and 
in  the  House,  men  like  yourself  and  others  appearing,  publicly,  have 
a  right  to  put  those  matters  to  them  and  get  their  open,  candid 
opinion,  in  order  that  they  might  assist  and  point  out  and  help  to 
better  legislation,  so  that  we  might  get  real  public  service. 

Mr.  Leighton.  I  appreciate  very  much  the  opportunity  you  have 
given  me  to  make  this  expression. 

Mr.  Raker.  T  think  that  is  all. 

The  Chairman.  Mr.  Leighton,  I  want  to  ask  you  two  questions.  I 
believe  you  said  the  entire  improvement — ^the  entire  expense  of  the 
TTnited  States  Government  in  the  improvement  of  navigable  rivers 
and  harbors  has  amounted  to  how  many  millions? 

Mr.  Leighton.  Eight  hundred  and  ninety-eight  million  five  hun- 
dred and  forty-three  thousand  dollars  up  to  June  30,  1916. 

The  Chairman.  Let  us  just  call  it  $900,000,000. 

Mr.  Leighton.  Nine  hundred  million  dollars  is  near  enough. 

The  Chairman.  How  many  of  those  millions  were  expended  on  the 
improvement  of  navigable  rivei's?     I  mean  nontidal  streams. 

Mr.  Leighton.  Two  hundred  and  seventy-seven  million  dollars. 

The  Chairman.  Well,  just  call  that  $300,000,000  in  order  to  have  it 
even.  Two-thirds  of  all  the  public  money  that  has  been  spent  at  all 
has  been  spent  for  the  improvement  of  what  we  call  harbors — tidal 
waters. 

Mr.  Leighton.  Yes,  sir. 

The  Chairman.  And  no  resulting  benefit  in  the  way  of  money  re- 
turn, direct  money  return,  to  anybody  has  resulted  from  that  $600.- 
000,000.     I  mean  there  is  no  charge  made  for  the  use  of  it. 

Mr.  Leighton.  No. 

The  Chairman.  I  say,  there  is  no  return  in  the  way  of  a  money 
charge  for  that  vast  improvement  ? 

Mr.  Leighton.  No. 

The  Chairman.  And  the  improvements  were  made  alone  from  the 
standpoint  of  national  interest,  were  they  not  ? 

Mr.  Leighton.  Yes. 

The  Chairman.  The  improvement  of  the  tidal  streams  was  not 
made  to  benefit  the  locality.  State,  or  a  particular  portion  of  the 
country,  but  the  Nation  as  a  whole. 

Mr,  Leighton.  Yes,  sir. 

The  Chairman.  Don't  you  think  that  money  has  been  well  spent? 

,  Mr.  Leighton.  Unquestionably,  as  to  the  greater  part. 

The  Chairman.  Do  yon  think  that  if  the  Government  had  had  to 
depend  upon  letting  these  out  to  private  companies  to  make  this  im- 
provement with  the  power  to  make  a  charge  for  the  service  rendered, 
m  order  to  keep  the  Government  from  spending  money  out  of  the 
Treasurv 
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Mr.  Leiohto>\  (interposing).  You  are  now  speaking  of  tidaj 
waters  ? 

The  Chairman.  Yes;  the  $600,000^00.  If  they  had  made  a  charge 
on  commerce  for  the  use  of  the  waters,  in  order  that  private  capital 
might  make  the  improvement  and  get  a  return  on  it,  to  save  the  Gov- 
ernment the  interest  and  outlay  of  the  cost  of  the  improvement  and 
maintenance,  do  you  think  such  a  policy  would  be  a  wise  national 
policy? 

Mr.  Lbighton.  I  can  not  conceive  of  any  circumstances  under 
which  private  capital  could  have  been  induced  to  improve  the  tidal 
waters  for  power  purposes. 

The  Chairman.  I  did  not  mean  power  purposes.  I  meant  the  im- 
provement for  navigation,  and  let  them  make  a  charge — let  out  the 
improvement  in  New  York  Harbor  to  a  private  corporation — not 
paying  it  so  much;  not  paying  it  anything,  but  giving  it  the  power 
to  make  a  charge  upon  the  cost  of  that  improvement  which  would  be 
profitable  to  private  investment  for  such  purposes. 

Mr.  Le^ghton.  You  mean,  for  example,  to  turn  over  to  some  pri- 
vate corporation  the  improvement  ana  maintenance  of  New  York 
Harbor  and  allow  them  to  make  a  charge  for  the  use  of  the  harbor t 

The  Chairman.  Yes;  and  to  such  an  extent  as  it  would  pay  them  to 
make  the  investment. 

Mr.  Leiqhton.  I  can  not  see  that  at  all. 

The  Chairman.  In  other  words,  it  would  be  a  suicidal  national 
policy  t 

Mr.  Leiqhton.  In  my  judgment,  yes. 

Th9  Chairman.  And  that  the  improvements  would  not  have  been 
made  to  anything  like  the  extent  that  they  have  been  made? 

Mr.  Leiohton.  Not  in  that  case ;  no. 

The  Chairman.  And  it  is  absolutely  necessary,  then,  fpr  the  Na- 
tional Government  to  improve  its  harbors,  without  any  thought  pf 
profits  and  regardless  of  cost  and  expense? 

Mr.  Leiqhton.  Undoubtedly,  yes;  in  the  iniportant  harbors. 

The  Chairman.  Any  more  than  to  make  imprpvemeiits  as  ecomH^i- 
cally  as  possible? 

Mr.  Leiohton.  Undoubtedly  that  is  true  as  to  harbors. 

The  Chairman.  Now,  then  you  say  $800,000,000  have  been  spent 
by  the  Government  for  the  improvement  of  navigable  rivers? 

Mr.  Leiohton.  Nontidal  waters. 

The  Chairman.  Nontidal  navigable  rivers.  Don't  you  think  that 
was  a  proper  thing  for  the  Government  to  do? 

Mr.  Leiohton.  You  mean  as  to  principle? 

The  Chairman.  Yes. 

Mr.  Leiohton.  Yes;  as  ^  national  policy;  as  to  principle,  yes. 

The  Chairman.  As  a  national  policy? 

Mr.  Leiohton.  Yes. 

The  Chairman.  And  for  which  it  ha^  never  made  any  charge, 
and  for  the  use  of  which  there  has  been  no  saving  to  the  Government 
in  the  way  of  interest  or,  directly  or  indirectly,  by  reason  of  the 
improvements  that  have  now  been  made,  except  to  the  extept  of 
possibly  some  dams  that  have  l)een  constructed  in  the  coui'se  of  tjie 
improvement  and  for  which,  perhaps,  the  Government  has  receive^ 
some  return  by  leasing  the  powor.    In  other  words,  the  improvement 
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was  not  made  for  the  purpose  of  developing  revenue  out  of  it,  directly 
or  indirectly? 

Mr.  Leighton.  No. 

The  Chairman.  Now,  then,  I  believe  you  sa^^  that  there  are  four 
thoiisand  and  some  hundred  miles  of  the  navigable  stn^ams  of  the 
United  States  that  can  be  canalized  and  made  navigable — and  when 
I  say  ^'  navigable  *'  I  mean  navigable  to  a|i  extent  that  it  is  commer- 
<:illy  important  to  make  improvement  ? 

Mr.  Leighton.  Commercially  navigable. 

The  Chairman.  And  commercially  important  to  make  the  im- 
provement. How  many  miles  of  that  do  you  say  there  is  on  streams 
that  would  not  have  water-power  sites;  that  is,  on  slow-running 
streams  on  which  the  dams  would  not  be  very  high;  108,  was  it? 

Mr.  LEiGHTpN.  The  United  States  has  expendea  to  date  for  canali- 
zation  

The  Chairman  (interposing).  I  am  not  talking  about  what  has 
been  already  done  but  what  is  open  yet  to  be  done. 

Mr.  Leighton.  That  is  on  power  stre^in^s? 

The  Chairman.  Well,  streams  where  canalization  is  the  proper 
methoil  of  improving  them  for  navigation. 

Mr.  Leighton.  But  there  are  many  streams  which  must  be  canal- 
ized which  are  not  suitable  for  water-power  development,  and  I 
have  no  idea  w^hat  the  length  is. 

The  Chairman.  Well,  I  thought  you  said  108  miles. 

Mr.  IjEIghton.  No:  I  said  with  reference  to  the  108  miles. 

Tlie  Chairman.  That  is  something  that  has  been  done  already? 

Mr.  Leighton.  Yes;  it  was  done  by  private  capital,  and  is  now 
being  used  for  navigation. 

The  Chairman.  Now,  you  do  not  know  how  many  miles  of  rivers 
thai  remain  to  be  improved  for  navigation,  to  improve  it  for  naviga- 
tion would  require  canalization  from  which  no  profitable  water- 
power  development  would  result?     Have  you  got  any  idea  of  that? 

Mr.  LEiGinoN.  No.  Let  us  see  if  we  can  not  derive  it  here.  We 
have  18,500  miles  of  nontidal  navigable  rivers. 

The  Chairman.  Now,  that  is  potential  navigable  rivers  is  it? 

Mr.  Leighton.  Yes. 

The  Chairman.  Tfiat  either  have  it  or  can  be  produced? 

Mr.  Leighton.  On  those  18,500  miles  there  are  either  established 
navigation  projects,  previous  navigation  projects  now^  abandoned,  or 
projects  over  which  Congre.ss  or  the  War  Department  has  assumed 
jurisdiction,  but  has  not  as  yet  made  any  improvements.  Out  of 
that  there  are  4,325  miles  of  river  which  are  suitable  for  power  pur- 
poses; so  that  there  would  remain  14,175  miles  of  river  not  suitable 
for  power  purposc>s,  part  of  which  are  suitable  for  navigation  with- 
out canalization,  and  another  part  of  which  must  be  canalized  in 
order  to  have  dependable  navigation. 

The  Chairman.  But  from  which  there  would  not  result  profitable 
wati^r  power  if 

Mr.  Leighton.  Not  at  all. 

The  Chairman.  Now  let  us  take  the  4,300  miles  then,  speaking 
in  round  numbers,  to  be  improved  by  canalization,  which  would 
result  in  profitable  water  powers.  T  mean  those  that  might  be  made 
profitable. 
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Now,  that  is  all  the  navigable  streams  then  that  require  improve- 
ment in  such  a  way  as  to  create  water  powers,  that  remain  to  be 
improved? 

Mr.  Leighton.  Yes,  sir. 

The  Chairman.  Now,  you  estimated,  I  believe — about  what  wa^ 
tho  development  of  water  power  that  would  arise  from  such  an 
improvement  on  that  4,300  miles? 

Mr.  Leighton.  At  least  10,200,000  horsepower. 

The  Chairman.  That  would  result  from  the  improvement  of  that 
4,800  miles? 

Mr.  Leighton.  Yes. 

Tho  Chairman.  Now,  you  estimate  that  that  would  cost  how  much 
money?    I  mean  the  improvement? 

Mr.  Leighix)n.  The  improvement  on  the  basis  of  $193,000  per  inile^ 
which  expenditure  the  Government  has  already  made  on  streams  of 
similar  character,  would  cost  at  least  $835,000,000. 

The  Chairman.  Let  us  call  it  $800,000,000?  In  other  words,  it 
would  take  nearly  as  much  money  to  do  that  as  it  has  already  taken 
for  all  the  public  improvements  ever  made  by  the  Government,  either 
on  tidal  waters  or  nontidal  waters.  One  is  $900,000,000  and  the  other 
is  $800,000,000. 

Mr.  Leighton.  Yes,  sir;  practically  the  same. 

The  Chairman.  Now,  about  what  per  cent  do  you  think  of  those 
possible  water  powers,  those  canalization  projects,  will  result  from 
the  passage  of  a  bill  such  as  you  advise  to  be  passed,  upon  the  part 
of  private  capital  seeking  investment?  About  what  per  cent  of  the 
ten  millions  do  von  think  will  result  in  some  I'easonable  time,  20  or 
aOveai-s? 

Mr.  IjEighton.  I  do  not  know  the  answer  to  that. 

The  Chairman.  Of  course,  it  is  a  pure  guess.  Now,  is  it  not  a  fact 
that  if  we  pass  a  bill^ — should  pass  it  exactly  as  you  think  it  ought  to 
be  from  the  standpoint  of  an  engineer  or  a  practical  man — is  it  not 
a  fact  that  only  the  best  and  most-paying  projexsts  will  first  be  de- 
veloped ? 

Mr.  LEKHiTON.  Unquestionably  that  is  true. 

The  CHAuniAN.  T'nquestionably  that  is  true.  Now,  then,  will  it 
nf)t  ha>e  the  effect  when  you  get  all  of  the  good  projects  under  way, 
that  that  would  prevent  the  less  profitable  projects  being  improvwl 
by  private  capital  be-canse  they  have  to  meet  the  competition  of  the 
inon*  ])i<)fitable  projects  which  they  are  not  able  to  compete  with? 

Mr.  Lkighton.  On  the  contraiy,  you  never  create  a  successful 
water-power  project  without  creating  a  demand  for  power  that  soon 
exceeds  the  capacity  of  the  project  that  you  have  developed,  and  then 
it  is  necessary  to  go  afield  and  develop  others;  and  naturally  those 
othei-s  are  the  ones  that  were  rejected  in  the  first  place,  and  you  must 
eventually  then  come  to  the  development  of  the  poorer  ones.  It  is 
always  so. 

The  Chairman.  Do  you  suppose  that  a  corporation  could  be 
formed,  and  the  capital  furnished — I  mean  the  capital  raised — for 
the  purpose  of  improving  the  entire  4,300  miles  as  one  project? 

Mr.  Leighton.  No. 

The  Chahiman.  It  wo.uld  be  utterly  impossible? 

Mr.  Leighton.  Absolutelv. 
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The  C^HAiRMAN.  Therefore,  the  entire  project  will  not  l>e  developed 
by  private  capital  within  any  reasonable  <'onceivable  tiine? 

Mr.  Leioiiton.  No,  I  do  not  ^rant  that. 

The  Chairman.  And  if  any  project  will  pay,  wliy  can't  you  have 
that  financed  by  one  coi'poration  ? 

Mr.  Leioiiton.  I  do  not  grant  that.  You  do  not  spend  money  that 
way,  Mr.  Chairman.  You  do  not  go  out  and  develop  a  water  power 
just  because  the  water  power  is  there,  or  because  there  is  a  chain  of 
water  power  sites  along  the  river.  You  either  develop  it  to  supply 
an  actual  market,  or  to  supply  a  market  that  you  think  you  can 
create.  And  having  once  gotten  the  market  started,  if  it  is  success- 
ful, then  you  go  ahead  and  enlarge  upon  it,  just  as  the  big  power 
systems  are  doing  to-day. 

The  Chairman.  Then  you  do  think  that  it  will  pay  commercially, 
financially,  from  the  investors  standpoint  to  improve  that  4,300 
miles  of  navigable  streams,  for  the  resultant  benefit  of  10,000.000 
horse  power? 

Mr.  Leighton.  Some  day. 

The  Chairman.  I  mean  as  a  project,  all  of  that. 

Mr.  Leiohton.  I  regard  it  as  a  very  good  "  long  pull ''  proposition. 
And  by  "long  pull"  T  do  not  wish  to  be  limited  as  to  time.  That 
all  depends  on  market. 

The  Chairman.  Now  if  the  Government  of  the  United  States, 
having  .spent  $900,000,000  for  the  benefit  of  the  public  to  improve 
navigation,  both  salt  water  and  fresh,  upon  which  it  gets  and  can  get 
no  return  in  the  way  of  profit — now  here  is  $800,000,000  required— 
and  which  it  ought  to  spend  if  the  navigation  is  required  and 
needed  for  the  country,  and  which  it  can  get  a  return,  a  profitable 
return,  in  order  to  help  it  maintain  not  only  those  particular  projects, 
but  to  bear  the  burden  that  it  has  already  undertaken.  Now  why 
not,  as  a  great  national  purpose,  a  great  national  object  and  benefit, 
pass  a  river  improvement  bill  requiring  all  these  rivers  to  be  im- 
proved by  canalization,  with  the  privilege  of  leasing  out  the  re- 
sultant water  power  to  the  highest  bidder,  the  returns  to  be  used  in 
the  maintenance  of  the  particular  improvement,  or  for  any  other  im- 
provement or  service,  as  somewhat  of  a  compensation  for  what  it 
has  already  expended,  upon  which  it  receives  no  direct  financial 
benefit? 

Mr.  Leighton.  As  a  citizen  I  would  object  to  that  from  the  same 
standpoint  that  I  would  as  a  water  power  developer. 

The  Chairman.  What  would  you  do  as  a  citizen?  You  mean  as 
a  private  individual? 

Mr.  Leighton.  Yes;  as  a  private  individual  I  should  object  to  the 
Government  doing  that,  because  a  wholesale  and  undiscriminate 
power  investment  like  that  would  be  an  enormously  bad  and  ill- 
considered  investment. 

The  Chairman.  Of  the  public's  mone}'? 

Mr.  Leighton.  No;  nobody  expects — nobody  advocates  going  out, 
and  out  of  hand  developing  the  power  on  4,825  miles  of  river.  That 
has  all  got  to  respond  to  the  demand. 

,  The  Chairman.  I  do  not  mean  you  would.  I  do  not  mean  that 
development  of  power  is  the  Durpose  and  the  object  and  the  rea- 
son, but  it  is  the  duty  of  the  Government  to  improve  navigation  of 
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this  4,800  miles  of  river  which  can  be  done  in  no  other  way  than  by 
canalization,  from  which  the  water  power  results  as  a  by-product 

Mr.  Leighton.  My  answer  to  that  would  be  the  same  as  Secretary 
Lane  gave  this  morning.  Secretary  Lane  said  that  sometime  in  the 
distant  future  he  had  no  doubt  that  development  of  that  kind  would 
be  done  by  the  Government,  or  that  developments  done  prior  thereto 
would  be  taken  over  by  the  Government  and  operated ;  but  that  for 
the  present  there  are  so  many  more  urgent  uses  for  Government 
money  that  that  particular  choice  that  you  cite,  Mr.  Chairman, 
would  not  be  a  wise  choice. 

The  Chairman.  Therefore  you  are  not  in  favor  of  the  Govern- 
ment doing  the  thing  which  it  is  its  duty  to  do,  and  which  it  is 
necessary  to  have  done  in  order  to  serve  the  general  good  of  the 
entire  country,  although  a  by-product,  a  mere  incident  of  this  Gov- 
ernment improvement,  sold  or  leased  out  or  disposed  of  as  the  Gov- 
ernment might  see  proper,  would  pay  not  only  for  the  improvement 
itself,  but  for  the  future  maintenance  of  it.  You  are  not  willing 
to  do  that,  simply  because  private  capital  can  do  it  and  make  money 
out  of  it  ? 

Mr.  Leighton.  No,  that  is  not  it. 

The  Chairman.  Well,  that  seems  to  be  the  only  thing  in  the  way. 

Mr.  Leighton.  No  ;  let  me  explain. 

The  Chairman.  You  are  willing  fpr  the  Government  to  improve 
where  there  is  no  money  return. 

Mr.  Leighton.  I  am  not  willing  for  the  Government  to  do  it,  be- 
cause the  Government  does  not  have  to  do  it. 

The  Chairman.  You  are  wilUnff  to  do  it  though  where  nobody 
but  the  Government  will  do  it,  and  without  any  return  whatever  in 
the  taxpayers'  pockets — that  isj  in  the  improvement  of  harbors. 

Mr.  Leighton.  I  do  not  think  I  have  committed  myself  in  ti^ 
respect. 

The  Chairman.  Ther^-  is  $900,000,000  of  improvement  that  hf5 
been  made  exactly  of  that  kind. 

Mr.  Lekhiton.  Not  with  my  approval. 

The  Chahiman.  You  do  approve  it. 

Mr.  Lkighton.  Not  all,  by  any  means. 

The  Chairman.  But  you  approve  the  general  policy. 

Mr.  Leighton.  I  approve  tne  policy,  but  not  in  all  cases  the  loca- 
tion of  the  expenditure. 

Tho  Chairman.  Thero  may  have  been  mistake>s  in  the  expendi- 
tures. 

Mr.  Leighton.  I  emphasize  that  I  indorse  the  policy  but  not  the 
details  of  the  expenditure. 

The  Chairman.  But  I  am  taking  projects  which  you  indorse  as 
a  whole,  the  4,300  miles  as  a  whole,  and  as  a  whole  this  Government, 
without  a  cent  from  the  taxpayers'  pockets— that  is,  if  you  can 
capitalize  it — if  the  returns  from  it  would  capitalize  the  amount  or 
expenditure. 

Mr.  Leigiitox.  Put  you  have  got  to  have  the  money  tp  start  witfe. 

The  Chairman.  Of  course  you  have  got  to  have  thp  money  to 
start  with.  Sq  does  the  private  individual  or  the  coippa^iy  that 
iniproves  it.  They  have  got  to  have  tb«  money  to  ^rt  ^i^|  ao4 
the  Government  pan  borrpw  jit  a'  lower  rate  of  interest  than  tfe 
private  company  can  borrow.     Now,  then,  you  have  indorsed  the 
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ptoject  of  10^000,000 — I  am  not  questioning  whether  or  not  you  are 
right  about  it.  I  think  you  are.  Now,  tnen,  that  ten  miflions  is 
desirable  from  the  standpoint  of  national  benefit  and  national  inter- 
est, regardless  of  whether  any  money  could  be  made  out  of  it  directly 
or  not;  but  according  to  you  as  an  expert  witness  the  money  can 
be  made  out  of  it. 

Mr.  Leiohton.  Not  yet. 

The  Chairman.  Well,  it  can  be  made  out  of  it. 

Mr.  Leiohton.  Yes,  and  therein  comes  our  principal  difference. 

The  Chairman.  And  it  can  be  made  out  or  it,  not  only  sufficient 
to  produce  the  money  to  build  the  structures,  but  to  maintain,  operate, 
and  give  a  good  profit,  a  justifiable  profit  to  the  investor  in  order  to 
make  this  investment. 

Mr.  Leiohton.  Not  yet. 

The  Chairman.  Well,  I  mean  when  it  is  a  completed  investment. 

Mr.  Leiohton.  Oh,  yes. 

The  Chairman.  But  if  it  goes  it  will  pay — that  is,  provided  it 
would  pay  a  private  company.  If  it  will  pay  a  private  company 
to  put  in  an  improvement,  it  will  pay  the  Government. 

Mr.  Leiohton.  It  might. 

The  Chairman.  Well,  the  private  company  has  got  to  have  a 
market. 

Mr.  Leiohton.  Well,  assume  that  Government  operation  would 
be  as  efficient  and  cheap  as  the  other,  just  for  the  sake  of  argument. 
I  don't  believe  it  would,  but  we  will  assume  that  it  would. 

The  Chairman.  Let  us  assume  that  it  will,  and  that  the  power 
which  is  a  mere  by-product — now-  remember  that  the  Government 
ought  to  do  it  and  will  do  it  without  any  return  at  all,  because  if  it 
di(l  not  create  a  single  water-power  project,  still  it  ought  to  do  it ; 
sttll  it  must  do  it  if  the  country  is  to  be  developed  for  navigation. 
Now  you  have  given  testimony  here  which  I  am  certainly  very  grate- 
ful to  you  for  having  given,  and  that  was  the  possibility  of  using 
hydroelectric  power  for  operating  the  railways  of  the  country.  I 
want  to  thank  you  personally  for  that  part  of  it,  for  it  is  extremely 
interesting,  and  seems  to  me  that  it  is  a  very  great  argument  in  favor 
eft  establishing  hydroelectric  power;  and  ifor  that  purpose,  if  there 
was  no  other  purpose  to  which  it  could  be  applied,  it  justifies  the 
establishment  in  many  places  of  steam  plants  for  motive  power 
purposes  for  the  railroads,  without  reference  to  the  water  power, 
but  transportation  facilities  is  a  Government  imdertaking  and  obli- 
gation, and  shouldn't  it  discharge  that  obligation  to  the  public  in 
such  a  way  as  to  give  the  public  the  greatest  benefit  from  it  with 
the  least  expense  to  the  public  or  any  portion  of  the  using  public? 

Mr.  Leiohton.  Exactly.  That  is  why  I  am  and  just  why  I  am 
advocating  that  you  allow^  private  capital  to  go  in  and  bear  a  share 
of  that  burden. 

The  Chairman.  Well,  you  want  the  private  capital  to  have  per- 
mission to  do  something  that  the  Government  must  do  in  the  very 
nature  of  things. 

Mr.  Leiohton.  Oh,  no. 

The  Chairman.  Yes,  it  mu^  in  justice  to  the  people,  improve 
national  resources.  It  must  have  the  harbors,  it  must  have  the  forti- 
fications, it  must  have  (he  defenses;  it  must  have  everything  that  any 
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other  (jovernment  gives  its  people  in  a  large  way — I  do  not  mean  as 
to  details.  Now  then  I  have  no  objection  to  private  capital  doing 
it — ^not  the  slightest — ^but  I  can  not  see  why  the  Government  should 
make  all  the  improvements  of  navigable  streams  that  must  be  simplv 
a  dead  loss  to  the  taxpayers^  and  not  make  those  that  may,  as  a  by- 
product, furnish  some  return  for  the  improvement. 

Mr.  Leiohton.  Excellent.  I  have  never  been  able  to  see  why  the 
Government  should  make  all  the  improvement  on  navigable  streams 
for  navigation  purposes  and  charge  no  rentals  for  that  improve- 
ment any  more  than  I  have  been  able  to  see  any  justification  for  the 
Government  charging  for  the  other  benefit&--namely,  the  water 
power.  I  do  not  object  to  the  tax.  I  think  it  is  too  small  a  thing 
to  quarrel  about.  It  has  held  up  legislation  here  for  5  or  6  years 
and  put  the  country  in  the  shape  it  is  now  in  reference  to  power 
supplj\  You  are  getting  back,  I  think,  to  the  fundamental  (question 
of  whether  it  is  better  for  the  Government  to  do  everything,  or 
whether  it  is  better  to  depend  on  individual  initiative;  and  if  we 
pursue  the  paternalistic  course  w^e  come  back  to  a  question  of  the 
wisdom  of  the  Pilgrim  Fathei*s  in  exercising  their  individual  initia- 
tive and  building  up  the  Massachusetts  Bay  colony,  and  signing  the 
Declaration  of  Independence.  I  do  not  think  that  gets  us  any- 
where, Mr.  Chairman.  We  morelv  reason  in  a  circle  and  finally 
come  back  to  the  same  starting  point.  Are  we  going  to  use  the 
means  at  hand  or  wait  for  Utopia? 

Mr.  Chairman.  Well,  I  am  afraid,  Mr.  Leighton.  that  the  dissemi- 
nation of  the  idea  that  the  private  individual  should  have  an  oppor- 
tunity to  make  money  out  of  a  Governniont  function  is  retarding 
public  sentiment  in  the  direction  (jf  causing  the  (iovernnient  to  make 
those  improvements  on  its  own  account.  Now,  looking  back  to  my 
own  country,  Tennessee,  the  first  of  what  we  call  ''turnpikes,"  gravel 
roads,  were  built  by  ])rivate  companies.  The  State  of  TenneSi^ee 
indorsed  their  bonds — as  well  as  the  railroads.  Then  the  war  came 
along  and  destroyed  the  turnpikes;  the  companies  were  bankinipt. 
and  the  State  of  Tennessee  has  liad  to  pay  the  bonds,  but  not  one 
single  instance  do  I  know  of  where  a  private  company  built  a  turn- 
pike that  there  hasn't  been  a  war  from  the  time  it  was  built  until 
the  county  took  it  over  and  paid  for  it  and  made  no  charge  for  the 
use  of  it.'  Yet  there  is  no  doubt  but  that  the  turnpike  was  a  great 
benefit  to  the  community  that  it  served,  and  that  the  men  who  paid 
the  toll  received  a  handsome  return  on  the  investment.  But  public 
sentiment  seems  to  be  crystalized  on  one  thing,  and  that  is  that  you 
shall  not  make  a  charge  for  passing  over  an  ordinary  highway,  a 
street  road,  turnpike,  or  anything  of  that  kind;  although  in  nianv 
instances  it  would  be  absohitely  profitable  to  a  community  to  have 
these  roads  built  by  private  capital  and  a  reasonable  charge  made 
for  the  use  of  them  rather  than  not  have  them  at  all.  But  still  they 
won't  do  it.  Now  a  boatman  will  not  pay  anything  for  traveling  on 
a  river  that  the  Government  has  improved  and  maintained,  yet  the 
owner  of  that  boat  makes  an  absolute  cash  return  out  of  the  tax- 
payers' money  that  has  gone  to  improve  that  river.  Now  it  seems 
to  me  that  the  same  question  would  apply  as  to  water  power,  and  I 
suppose  that  if  the  Government  should  build  water-power  dams  on 
navigable  streams  and  develop  hydroelectric  current  that  the  people 
would  want  the  Government  to  give  away  the  current. 
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Mr.  Leighton.  There  is  no  question  about  tliat.  Xow  let  me  ask 
you  in  the  case  of  those  old  turnpike  roads;  did  the  act  of  giving 
those  roads — authorizing  the  building  of  those  roads — provide  that 
they  should  l)e  turned  back  to  the  State  in  50  yeai*s;  that  the  rates 
and  charges  should  be  regulated:  that  they  should  be  kept  up  to 
standard:  that  depreciation  accounts  should  be  kept  up  to  stanclard, 
and  that  the  bonds,  stocks,  and  other  things  should  l^e  regulated  ? 

The  Chairman.  I  could  not  state  from  having  personally  exam- 
ined one  of  thosi»  old  charters  in  our  State.  Most  all  of  them  were 
legislative  acts. 

Mr.  Parker.  All  of  them  in  my  State  wei*e  for  50  years. 

The  Chairman.  But  I  know  it  was  a  great  benefit  to  build  those 
roads.  It  developed  communities  and  raised  the  values  of  land.  I 
know  that  very  many  people  >>ho  paid  the  toll  were  benefited  by 
the  expenditure.  It  was  a  sound  economy  to  do  it,  but  yet  I  do 
know  that  those  communities  kept  up  a  continual  howl  agamst  hav- 
ing to  pay  to  travel  over  those  roads,  and  I  never  knew  a  charter  to 
J>e  renewed  aftei*  it  expired. 

Mr.  Leiguton.  And  justly  so,  probably.  But  I  do  not  think  that 
you  can  bring  that  u])  as  a  parallel  case  here,  when  you  are  distinctly 
providing  in  the  bill  for  all  kinds  of  control  and  regulation.  You 
are  not  going  to  have  a  parallel  experience  on  water  powei*s. 

The  ChairiLan.  They  had  a  right  to  prescribe  the  charge.  They 
had  that  right 

Mr.  Leighton.  Then  the  complaint  of  your  people  was  against 
the  State  administration  and  not  against  tne  toll  road  companies. 

The  Chairman.  The  community  did  not  have  to  pay  for  maintain- 
ing the  turnpike,  or  anything  of  that  sort,  keeping  it  up  as  required 
by  law.  They  just  simply  wanted  a  free  way  to  travel  without  cost, 
just  like  they  do  over  the  splendid  roads  built  in  California,  that 
cost  many  millions  of  dollars,  paid  for  by  the  State. 

Mr.  Leighton.  That  is  natural. 

The  Chairman.  And,  as  I  say,  if  the  Government  did  this,  it 
might  be  that  public  sentiment  would  be  so  strong  that  it  would 
require  it  to  give  away  their  current. 

Mr.  Leighton.  I  think  it  would. 

The  Chairman.  Now,  I  am  not  directing  these  inquiries  to  im- 
provement of  waterways  on  public  lands  but  to  navigable  streams. 
I  believe  it  will  be  many  years  before  these  streams  will  ever  be 
improved  at  Government  expense.  I  think  it  will  be  equally  as 
many  years  before  all  of  them  are  improved  at  private  expense. 

Mr.  Leighton.  Not  as  many,  although  it  is  unsafe  to  make  a  pre- 
diction. The  future  is  a  pretty  blank  page.  We  know  merely 
that  we  are  never  going  to  retrace  the  paths  we  trod  previous  to 
April  1,  1917. 

The  Chairman.  Now,  I  want  to  ask  you  a  question  about  the 
present  dam  act.  I  understood  you  to  say  that  at  the  end  of  the^  50 
years  the  propertyput  in  by  the  lessee^  or  permittee,  was  lost  to  him. 

Mr.  Leighton,  There  was  no  provision  for  it  at  all. 

The  Chairman.  Then  it  was  lost,  was  it  not? 

Mr.  Leighton.  Well,  if  it  was  not  lost,  it  would  be  hanging  in 
the  air  long  enough  to  drop  the  bonds  down  to  zero. 

The  Chairman.  In  other  words,  they  had  no  further  title? 

Mr.  Leiohton.  No,  sir. 
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The  Chairman.  And  so  he  had  to  amortize. 

Mr.  Leighton.  Yes,  sir. 

Mr.  Hamilton.  There  is  only  one  matter  that  suggests  itself  to 
me,  and  that  is  this,  thai  in  relation  to  a  good  inany  of  these  problems 
which  confront  us  Europe  has  had  experience.  What  has  been  done, 
for  illustration,  on  the  continent  of  Europe  in  the  way  of  develop- 
ment of  hydroelectric  power  in  a  general  way?  I  don't  care  to 
take  your  time  in  details. 

Mr.  Leighton.  In  France,  Mr.  Hamilton,  they  are  facing  exactly 
the  same  conditions  that  we  are  facing  here.    Inhere  is  a  very  close 

{)arallel  between  our  n6.vigable  stream  laws  and  our  public  land 
aws  in  referenct  to  water  power,  and  the  matter  has  been  debated  in 
Parliament  for  years,  without  result  up  to  the  onset  of  the  war. 
If  you  are  interested  in  the  subject  I  would  refer  you  to  a  public 
document  known  as  Water  Supply  Paper  No.  238,  published  in  1910 
under  the  joint  authorship  of  M.  Rene  Tavernier,  Chief  Engineer 
of  the  Department  of  Public  Works  of  France,  and  myself. 

Mr.  Hamilton.  The  authorship  of  that  work  guarantees  its  ac- 
curacy and  completeness.     {IthUgni^rJ] 

Mr.  Leighton.  I  am  not  quite  sure  what  it  guarantees,  but  the 
facts  are  in  there  anyway^  concerning  the  laws. 

Mr.  Hamilton.  Andi  the  canalization  of  streams:  how  have  they 
proceeded  in  relation  to  the  canalizatioh  of  streams  f 

Mr.  LeightOn.  I  can  not  answer  that  question  with  any  satisfac- 
tion to  you.  Hiere  are  canalized  streams,  but  T^hat  relation  they 
bear  as  to  length  and  generd  dependability  in  th^  whole  tiaVigation 
sy^em  1  do  not  know. 

Mr.  Hamilton.  My  Recollection  is  that  the  Rhine  has  been 
thoroughly  canalized,  and  they  have  marked  the  distances  along  it 

Mr.  LeighTox.  Alon^  the  Ithine  and  other  German  streams  they 
have  spent  large  amounts  of  money  for  canalization,  and  also  for 
open  river  navigation. 

Mr.  Esrtr.  1  was  going  to  suggest  that  Mr.  Hamilton  inquire  about 
^iTorway.  It  has  had  very  large  electrical  development  in  recent 
years. 

Mr.  Leighton.  Yes,  the  present  law  of  Norway  provides  a  term, 
as  T  recall  it,  of  80  years,  at  the  end  of  which  all  of  the  property 
reverts  to  the  Government.  The  present  large  developments  iti  Nor- 
way were  either  made  or  initiatea  prior  to  the  passage  of  that  law; 
and  if  ttiy  information  is  correct,  only  one  development  has  been 
made  under  the  new  Ijtw.  That  is  now  in  course  of  erection.  Just 
what  the  effect  has  been  1  do  not  know,  but  it  should  be  iioticed  in  the 
comparison  of  Norwegian  and  American  conditions  that  a  horse- 
power in  Norway  costs  from  one-eighth  to  one-fifth  of  what  it  does 
in  the  United  States,  largely  by  reason  of  superior  power  sites,  ahd 
again  bt  reason  of  very  low  \vages  for  workmen.  Therefore  the 
financial  difficulties  are  'much  less  than  in  the  United  States.  You 
would  have  to  brin|^  all  those  things  together  and  weigh  them  in 
order  to  get  a  tnie  comparison,  and  I  am  unable  to  do  that. 

The  Chairman.  Didn't  Secretarv  Lanfe  say  this  morning  that  in 
Europe  a  period  of  SO  years  wtis  given,  and  then  the  property  was 
surrendered? 

Mr.  LfiujirroK.  I  do  nrit  recnll  any  place  except  in  Italy  where 
thoy  have  so  shoi't  a  period  as  50  years.    And  in  Italy  there  hits  bc^en 
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no  power  development  such  as  we  recognize  it  here,  except  by  the 
Government  itself. 

Mr.  Raker.  There  is  one  question  I  would  like  to  ask.  Except 
Niagara  Falls  and  the  Great  Falls  of  Montana,  which  are  practically 
natural  and  are  natural  water  powers — about  all  you  have  got  to  do 
is  to  put  in  your  power  plant — ^the  other  locations  of  the  United 
States  have  not  been  exactly  defined  or  located  yet,  speaking  al- 
together— the  estimated  amount  of  horsepower  that  can  be  de- 
veloped— ^the  remaining  part  requires  dams,  reservoirs,  and  such 
work  as  that? 

Mr.  Leighton.  Well,  I  would  hardly  say  that,  but  the  majority  of 
it  will  i-equire  dams.    Of  course  there  are  natural  falls,  and  a  very 
large  number  that  will  develop  a  large  aggregate  amount  of  power. 
Mr.  Saker.  From  the  actual  falls  that  are  in  existence? 
Mr.  Leighton.  Yes. 

Mr.  Eaker.  Now  our  jovial  and  able  chairman  has  asked  all  of 
the  witnesses  a  line  of  questions — and  has  asked  you  the  same — 
and  you  feel  the  same  way  about  it  as  the  rest  of  them,  and  I  have 
just  Deen  wondering  whether  or  not  it  is  the  real  condition.  He 
puts  this  question  to  you  and  you  answered  it  in  the  affirmative: 
tinder  the  legislation  the  best  power  sites  would  be  developed  first? 
Mr.  Leighton.  Yes. 

Mr.  Raker.  And  you  readily  responded  to  that.  Now,  don't  you 
mean  by  that  that  those  that  are  most  accessible,  and  where  they  can 
be  developed  in  the  first  instance,  where  a  return  will  be  had,  and 
where  there  are  existing  agencies  to  use  the  power,  that  those  will  be 
the  ones  and  those  are  the  ones  that  you  refer  to  that  will  b**  de- 
veloped first? 

Mr,  Leighton.  I  put  that  all  under  the  word  "  best." 
Mr.  Saker.  Not  necessarily.    Now,  let  us  stop  a  moment  and  look 
back.    The  man  that  started  to  develop  the  west  thought  he  had  the 
best  in  the  way  of  land  and  in  the  way  of  water  and  in  the  way  of 
power. 

Mr.  Leighton.  He  probably  did,  for  his  purposes. 
Mr.  Raker.  But  it  has  turned  out  that  his  neighbor  beside  him  in 
his  developments  was  much  better  than  his,  that  larger  developments 
and  better  returns  were  being  had,  although  he  had  the  first  chance. 
Now,  won't  the  same  development  be  here  by  virtue  of  experience, 
by  virtue  of  knowledge  that  we  gather,  figuring  the  general  use  that 
can  be  made  in  developing  communities,  there  will  be  just  as  many 

grofitable  ones  and  as  large  ones  developed  10  or  15  years  after  the 
rst-class  ones  are  taken,  and  they  will  be  just  as  important?  And, 
therefore,  it  is  not  hardly  fair  to  say  that  under  the  legislation  the 
whole  thing  will  be  scooped  up  in  a  few  enterprises  at  first. 

Mr.  Leighton.  I  think  that  unless  the  millenium  comes,  the  human 
element  will  always  persist  and  judgment  will  always  be  faulty. 
But  there  is  no  question  in  the  world  but  that  if  you  or  I  or  anyone 
else  were  ^oing  out  to  develop  a  water  power  on  a  stream  we  would 
connect  what  we  thought  was  the  best  one.  It  might  subsequently 
prove  to  be  not  the  best. 

Mr.  Raker.  That  is  it,  exactly.  You  may  select  what  you  think 
is  the  best,  but,  as  a  matter  of  fact,  there  may  be  a  better  one  a  short 
distance  off  that  can  be  developed  in  better  shape  and  produce  better 
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results,  better  results  in  the  way  of  building  up  the  community,  in 
the  way  of  manufacturing  establishments,  in  the  way  of  mines  and 
other  enterprises  that  may  spring  up  by  virtue  of  development. 

Mr.  Leighton.  It  has  been  so  throughout  all  the  history  of  human 
effort,  and  I  would  not  be  surprised  if  it  always  will  be  so. 

Mr.  Raker.  Then  is  it  natural  to  assume  that  under  this  legislation, 
within  a  year  practically  all  the  good  developing  projects  will  be 
taken  over? 

Mr.  Leighton.  Well,  I  hope  so. 

Mr.  Raker.  Well,  that  means  that  they  will  all  be  taken  over. 

Mr.  Leighton.  All  the  best  ones,  I  hope  so.  Somebody  may  make 
a  mistake,  as  they  have  in  the  past.  I  have  seen  water-power  plants 
put  up  in  locations  that  were  not  as  good  as  those  in  the  immediate 
neighborhpod.  But  the  tendency,  I  think,  to  make  those  engineering 
mistakes  will  be  less  in  the  future,  because  engineers  are  going  ahead 
as  well  as  everybody  else.  Now.  for  example,  in  1906  and  1907  I 
made  a  report  to  the  State  of  California  on  the  water-power  site  on 
your  Pitt  River,  which  I  called  the  best  water-power  site  in  Cali- 
fornia, but  I  would  not  then  have  recommended  it  for  development 
because  of  lack  of  market  and  inaccessibility.  Now,^  Mr.  Britton 
comes  along  and  finds  it  is  the  best  water-power  site  in  California 
undeveloped.  Conditions  have  changed,  or  possibly  I  was  wrong  in 
1906  or  1907. 

Mr.  Raker.  That  is  the  same  thing  that  will  come  out  when  this 
legislation  is  passed,  isn't  it? 

Mr.  Leighton.  Surely.  It  is  just  the  same  old  exhibition  of  human 
mistakes  and  human  frailty.  It  is  not  going  to  be  corrected  by  the 
passage  of  this  bill. 

Mr.  Raker,  It  ought  to  be  reversed.    They  ought  to  improve. 

Mr.  Leighton.  I  hope  they  will.  I  certainly  hope  the  best  sites 
will  be  taken  for  development  the  first  .thing. 

Mr.  Parker.  Mr.  Leighton,  I  take  it  that  both  for  irrigation  and 
for  water  power  the  most  important  thing  is  .to  have  a  continuous 
flow  during  tlie  summer,  when  most  of  our  eastern  rivers  run  dry, 
%ji'  nearly  so.  Would  you  agree  with  a  statement  that  taking  irriga- 
tion throughout  the  world,  whether  the  Nile  or  the  rivers  of  India, 
or  the  Po,  that  they  all  come  from  snow  mountains,  where  they  have 
summer  flow? 

Mr.  Leighton.  No. 

Mr.  Parker.  The  Nile  comes  from  snow  mountains. 

Mr.  Leighton.  Yes. 

Mr.  Parker.  And  the  rivers  of  Italy  come  from  the  Alps. 

Mr.  Leighton.  Undoubtedly. 

Mr.  Parker.  And  the  Rhone  also  comes  from  the  Alps,  and  also 
the  Rhine.  I  do  not  remember  any  large  irrigation  projects  that  do 
not  come  from  snow  mountains. 

Mr.  Leighton.  The  Salt  River  irrigation  project  in  Arizona;  the 
North  Platte  irrigationproject  in  Wyoming  and  Nebraska;  the  Cody 
irrigation  project  in  Wyoming;  the  Klamath  irrigation  project  in 
Oregon  and  California;  the  Rio  Grande  project  in  New  Mexico;  the 
Hondo  project — I  could  go  on  and  name  a  great  many  that  are  not 
snow  mountain  projects.  ,      . 

Mr.  Parker.  Those  in  Wyoming  do  come  from  snow  mountains, 
do  they  not? 
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Mr.  Leightox.  Well,  of  couree,  Wyoming  has  snows. 

Mr.  Parker.  And  they  melt  in  the  summer  and  that  is  what  gives 
them  their  flow. 

Mr.  Leighton.  But  the  greater  part  melt  in  the  spring. 

Mr.  Parker.  Those  in  California  come  from  the  Sierras,  do  they 
not? 

Mr.  Leighton.  In  part. 

Mr.  Parker.  At  any  rate  may  I  ask  also — and  the  Rio  Grande 
runs  nearly  dry  in  certain  parts  of  the  year,  does  it  not? 

Mr.  Leighton.  Yes. 

Mr.  Parker.  I  am  speaking  of  projects  that  have  a  steady  flow  of 
the  rivers  during  the  summer.  With  the  exception  of  the  Niagara 
River,  are  there  any  other  rivers  that  have  a  large  flow  in  the  east,  to 
give  a  real  large  amount  of  water  power? 

Mr.  Leighton.  Eastern  streams  dp  drop  off  to  very  low  points  in 
the  summertime,  but  many  of  them  afford  large  power  notwith- 
standing. 

Mr.  Parker.  That  is  all  I  wanted  to  get.  Turning  now  from  that 
to  the  question  of  transportation,  on  which  we  lay  a  large  and  proper 
stress,  you  spoke  of  108  miles  of  river  that  have  been  improved  by 
private  capital  and  made  navigable.  Have  you  any  statistics,  or  are 
there  any,  of  whether  there  has  been  any  growth  of  navigation  upon 
those  streams,  that  108  miles? 

Mr.  Leighton.  There  are  statistics  which  in  some  years  show  a 
growth,  and  in  some  years  show  a  recedence. 

Mr.  Parker.  Is  that  navigation  mostly  of  lumber  and  coal  that 
floats  down  the  stream,  or  of  traffic  both  ways? 

Mr.  Leighton.  In  those  particular  places,  my  impression  is  that  it 
is  quite  evenly  distributed  both  ways ;  but  I  would  supplement  that 
by  saying  this,  that  those  very  commendable  improvements,  those 
slack  water  improvements,  have  not  yet  been  as  productive  in  our 
navigable  waterways  system  as  they  should  be,  because  they  do  not 
complete  the  canalization  of  the  rivers. 

Mr.  Parker.  I  understand  that.  That  is  enough  to  make  it  plain. 
I  am  getting  at  the  principle,  and  the  incidents  are  not  absolutely 
necessary. 

I  see  a  map  hanging  there.  Was  that  made  by  the  Geological 
Survey?  .  . 

Mr.  Leighton.  That  is  a  map  made  by  the  corps  of  engineers  of  the 
United  States  Army. 

Mr.  Parker.  Then  it  is  not  your  map  ? 

Mr.  Leighton.  No. 

Mr.  Parker.  I  see  on  that  map  the  greM  Stream  of  the  Mississippi 
marked  in  yellow,  which  shows  a  depth  of  6  to  12  feet  as  far  as 
Minneapolis,  and  over  6  feet  as  far  as  Kansas  City,  Mo. 

Mr.  Leighton.  That  is  the  projected  depth.  It  was  not  always 
attained. 

Mr.  Parker.  And  6  feet  up  to  Pittsburgh  on  the  Ohio. 

Mr.  Leighton.  Yes;  thejjr  are  canalizing  that  tor  a  9-foot  depth. 

Mr.  Parker.  Is  there  6  feet  from  New  Orleans  to  St.  Louis? 

Mr.  Leighton.  Usually.        .       .  ^        ^ 

Mr.  Parker-  There  used  to  be  quite  a  commerce  on  that  river,  both 
up  and  down,  by  steamboats? 

Mr.  Leighton.  Yes. 
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Mr.  Parker.  I  take  it  that  all  the  rivers  I  have  mentioned  are 
used  very  largely  during  the  flood  season  for  bringing  down  coal 
barges,  which  are  broken  up  when  they  get  to  the  other  end,  usually, 
or  towed  back. 

Mr.  Leighton.  Principally  on  the  Ohio  and  on  the  Mississippi 
below  Cairo. 

Mr.  Parker.  They  are  largely  used  to  float  down  lumber  rafts  and 
coal? 

Mr.  Leighton.  The  upper  Mississippi  is  used  for  lumber,  and  a 
number  of  other  streams  whose  drainage  areas  have  not  been  de- 
nuded of  their  timber. 

Mr.  Parker.  Outside  of  that,  what  of  that?  You  say  they  have  a 
depth  of  about  5  feet  pretty  steadily,  which  is  enough  for  pretty 
heavy  draught  boats.  Has  there  been  an  improvement,  an  increase 
or  decrease,  or  stream  navigation  up  and  down  the  Mississippi? 

Mr.  Leighton.  There  has  been  a  decrease. 

Mr.  Parker.  That  decrease  has  been  constant  for  quite  a  number 
of  years,  hasn't  it,  40  or  50  years? 

Mr.  Leighton.  Fairly  so,  except  during  the  last  ten  years  or  more 
it  has  held  its  own  on  the  average. 

Mr.  Parker.  A  steamboat  of  course  can  only  land  goods  at  a 
wharf  somewhere  or  on  the  bank. 

Mr.  Leighton.  Yes ;  or  at  some  terminal. 

Mr.  Parker.  And  it  has  to  break  bulk  in  order  to  get  to  the  unit 
of  the  carload,  which  is  the  unit  of  the  railroad,  and  which  can  be 
delivered  by  the  railroad  in  any  man's  back  yard,  or  his  factory. 

Mr.  Leighton.  YeSj  sir. 

Mr.  Parker.  That  is  what  makes  the  difference  between  the  rail- 
roads and  the  steamboats. 

Mr.  Leighton.  Yes,  sir. 

Mr.  Parker.  Is  there  anything  impossible  in  running  large  car 
floats  chiefly  upon  the  Mississippi? 

Mr.  Leighton.  Running  what? 

Mr.  Parker.  Car  floats,  boats  that  would  carry  whole  trains  of 
cars,  if  it  were  legal  to  do. 

Mr.  Leighton.  Only  in  times  of  very  low  water  would  it  be  im- 
possible.   It  is  being  done,  by  the  way. 

Mr.  Parker.  I  thought  the  railroads  were  not  allowed  to  run 
water  transportation  parallel  to  their  own  lines. 

Mr.  Leighton.  They  do  not.  Those  cases  which  I  mentioned  are 
where  the  railroads  are  operating — ^where  they  have  no  bridges 
across  the  Mississippi  and  are  operating  their  own  barges  to  take 
trains  across. 

Mr.  Parker.  I  am  talking  of  taking  them  lengthwise  on  the  river. 
There  is  nothing  of  that  sort  being  done? 

Mr.  Leighton.  No. 

Mr.  Parker.  Is  it  possible? 

Mr.  Leighton.  Yes,  it  is  possible, 

Mr.  Parker.  And  the  cost  of  a  steam  engine  on  a  boat  is  so  much 
less  than  that  of  one  on  a  railroad  train  that  it  would  be  profitable 
if  it  were  lawful? 

Nfr.  Leighton.  In  some  cases  it  would. 

Mr.  Parker.  I  have  noticed — and  I  suppose  you  have — at  least 
I  will  ask  you  is  it  so — ^that  the  only  form  of  still  water  navigation 
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that  has  increased  by  leaps  and  bounds  in  the  last  20  years  has  been 
the  car  float  navigation  of  our  neat  harbors,  and  especially  of  New 
York. 

Mr.  Leighton.  I  can  hardly  agree  to  that,  and  yet  I  am  unable 
to  frame  a  comprehensive  answer. 

Mr.  Parker.  That  has  increased  by  leaps  and  bounds. 

Mr.  Leighton.  It  has ;  yes,  sir. 

Mr.  Parker.  That  car  float  can  deliver  its  car  at  the  wharf  where 
it  is  taken  off  upon  the  rails,  and  is  carried  by  motive  power  without 
breaking  bulk  wherever  it  wants  to  go. 

Mr.  Leighton.  Unquestionably. 

Mr.  Parker.  Is  it  or  not  your  opinion  that  if  it  were  lawful  for 
railroads  to  run  such  car  floats,  say  at  10  miles  an  hour  speed,  so  as 
not  to  be  troubled  by  the  current,  they  would  be  profitable  upon  those 
large  rivers  such  as  the  Mississippi,  which  have  so  fallen  in  their  com- 
merce as  now  to  have  a  negligible  commerce? 

Mr.  Leighton.  I  really  don't  know.  I  have  never  gone  into  that 
question. 

Mr.  Parker.  And  you  have  never  gone  into  the  question  of  the 
power  that  would  be  needed?  It  would  save,  of  course,  right  of  way 
and  repairs  and  stations  and  all  that. 

Mr.  Leighton.  Yes. 

Mr.  Parker.  As  to  mere  hauling  power,  which  is  not  always  the 
largest  part  of  the  cost  of  moving  a  train,  and  as  to  train  crews  and 
so  forth,  would  the  use  of  such  a  car  float  be  a  saving  or  not? 

Mr.  Leighton.  My  guess  is  that  it  would  be  a  saving,  but  I  do 
not  know  a  thing  about  it. 

Mr.  Hamilton.  Wouldn't  you  have  to  have  a  train  crew  on  the 
boat  just  the  same? 

Mr.  Parker.  Certainly. 

Now  let  me  ask  you  one  other  question.  Have  you  ever  seen  a  book 
written  by  a  Richmond  engineer,  going  into  the  amount  of  money 
spent  on  the  improvement  of  inland  waterways,  and  the  negative 
results  that  have  accrued  to  the  commerce  of  those  inland  waterways? 
I  think  his  name  was  Cabot. 

Mr,  Leighton.  Is  not  his  name  Peyton?  I  read  that  book  with 
great  interest. 

Mr.  Parker.  Well,  you  do  not  agree  with  his  conclusions? 

Mr.  Leighton.  I  do  not. 

Mr.  Parker.  I  am  speaking  about  the  developments  of  commerce 
by  reason  of  the  improvements  of  inland  waterways.  Have  they 
been  appreciable,  or  have  they  been  deferred  until  the  waterways 
could  be  completed  ? 

Mr.  Leighton.  They  have  been  appreciable  and  exceedingly  good 
wherever  there  has  been  dependable  navigable  depths,  unbroken, 
uninterrupted,  from  one  important  terminal  point  to  another. 

Mr.  Parker.  Will  you  ^ive  an  example  of  that? 

Mr.  Leighton.  The  shipment  of  coal  from  Pittsburgh  to  New 

Orleans. 

Mr.  Parker.  I  will  except  that.  How  about  steamboats  going 
back  ?  Has  there  been  an  increase  in  the  steamboat  travel  on  any 
of  the  improved  waterways,  steamboats  going  both  ways? 
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Afr.  Leigiiton.  No;  that  is  a  very  melancholy  history.  I  do  not 
regard  the  steamboat  travel  on  our  inland  waterways  as  encouraging 
iit  all,  but  the  reasons  are  very  plain. 

Mr.  Parker.  One  of  the  reasons,  of  course,  is  that  they  can  only 
deliver  at  a  wharf  instead  of  delivering  wherever  they  wish  on  the 
land. 

Mr.  Leighton.  I  think  that  would  be  of  no  consexjuence,  if  the 
people  at  those  terminal  points  would  provide  terminal  facilities 
equivalent  to  those  provided  by  the  railroads  in  those  points.  It 
is  just  as  easy  to  unload  a  boat  as  it  is  a  box  car. 

Mr.  Parker.  That  is  perfectly  true,  but  is  it  as  easy  to  get  the 
freight  just  where  you  want  it,  which  is  not  at  those  terminal  river 
points,  but  somewhere  in  the  interior,  if  the  freight  is  landed  from 
a  boat  and  has  to  be  reshipped  by  a  railroad  ? 

'  Mr.  Leighton.  Decidedly  not.  And  yet  that  great  item  of  ter- 
minal expense,  which  has  been  one  of  the  most  important  things  in 
|iolding  down  river  navigation,  can  be  so  enormously  reduced  that 
it  becomes  nominal  when  you  consider  the  whole  advantage  of  river 
transportation.    It  has  been  done  in  Europe. 

Mr.  Parker.  Suppose  you  want  to  ship  your  goods  from  New 
Orleans  by  steamer  to  a  place  in  the  interior  of  Illinois  or  Ohio. 
Now  the  delivery  of  those  goods  has  got  to  be  by  rail,  has  it  not? 

Mr.  Lj:ighton.  In  part. 

Mr.  Parker.  And  it  has  to  be  reloaded. 

Mr.  Leighton.  Yes. 

Mr.  Parker.  And  that  is  considerable  expense. 

Mr.  Leighton.  Now,  yes.    It  need  not  be. 

jyir.  Parker.  Need  not  be  if  the  railroad  runs  to  the  wharf,  and  if 
the  terminal  facilities  for  transferring  freight  are  as  they  are  on 
the  Rhine.  You  do  not  think  it  necessary  then  to  put  a  system  of 
car  floats  in  so  as  to  send  the  unit  of  measurement,  the  car,  direct 
from  the  beginning  to  the  end,  but  part  way  by  water? 

Mr.  Leighton.  That  expedient  impresses  me  very  favorably  in 
some  situations.    There  is  no  question  about  it. 

Mr.  Parker.  Is  it  possible  now  to  mention  any  inland  water 
navigation  improvement  where  the  results  have  paid  for  the  money 
spent? 

Mr.  Leighton.  You  are  excluding  the  Lakes? 

Mr.  Parker.  Of  course. 

Mr.  Leighton.  And  the  Mississippi  and  Ohio? 

Mr.  Parker.  No. 

Mr.  Leighton.  Oh  well,  then  there  certainly  is. 

Mr.  Parker.  You  think  the  Mississippi  and  Ohio  ? 

Mr.  Leighton.  Yes. 

Mr.  Parker.  Otherwise  not? 

Mr.  Leighton.  Yes.  From  Florence,  Ala.,  on  the  Tennessee 
River,  to  Paducah. 

Mr.  Parker.  Commerce  has  increased  sufficient  to  pay  for  it? 

Mr.  I^eighton.  Yes,  sir. 

Mr.  Parker.  It  has  increased  suflBciently  to  pay  for  the  improve- 
ment ? 

Mr.  Leighton.  It  has  increased,  as  T  recall  it,  as  fast  as  the  coun- 
try has  increased  in  importance. 
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Mr.  Parker.  And  you  say  on  the  Mississippi,  commerce  has  in- 
creased sufficiently  to  pay  for  the  improvement  ?' 

Mr.  Leighton.  I  thmk  the  aggregate  commerce  on  the  Mississippi, 
the  average  from  year  to  year — of  course  it  fluctuates,  arid  of  late 
there  has  been  little  increase  save  as  to  coal  shipments — decidedly 
pays  for  the  improvements. 

Mr.  Parker.  Coal  shipments  were  always  possible  to  be  made  dui-- 
inff  time  of  flood,  were  they  not  ? 

Mr.  liEiOHTON.  During  time  of  flood,  but  the  coal  shipment  oppor- 
tunity has  been  extended  so  as  to  cover  the  greater  part  of  the  year, 
sometimes  all  of  the  year. 

Mr.  Parker.  And  that  is  the  benefit  of  these  improvements? 

Mr.  Leighton.  Yes. 

Mr.  Parker.  They  do  not  then  have  to  send  their  coal  as  they  did 
in  great  floats  from  Pittsburgh,  hundreds  of  boats,  floating  down 
all  m  one  gang  all  the  way? 

Mr.  Leighton.  They  are  always  very  glad  to  do  that  if  they  can, 
because  that  is  the  cheapest  freight  shipment  in  the  world.  But  the 
Ohio  has  been  canalized  in  places  so  that  the  movement  of  freight 
down  the  Ohio  in  times  of  low  water  is  much  better  than  it  used 
to  be:  and  when  the  Government  project  of  canalization  is  com- 
pleted, then  coal  shipments  can  go  all  the  year,  but  of  course  they 
have  to  break  bulk  at  the  locks. 

Mr.  Parker.  Is  there  any  water  freight  of  any  consequence  sent 
up  the  river  on  either  of  these  rivers? 

Mr.  Leighton.  Not  much  through  fi*eight,  but  a  large  amount  of 
local  freight  on  the  Ohio  and  Mississippi. 

Mr.  Parker.  Is  that  less  or  gi*eater  than  it  used  to  be? 

Mr.  Leighton.  I  can  not  answer  that. 

Mr.  EscH.  In  that  connection,  Mr.  Leighton,  in  regard  to  the  use 
of  car  floats  for  the  hauling  of  cars,  the  average  weight  of  a  freight 
car  is  about  30,000  pounds  ? 

Mr.  Leighton.  Yes. 

Mr.  EscH.  And  that  in  many  cases  is  gi^eater  than  the  freight 
carried  in  the  car? 

Mr.  Leighton.  Yes. 

Mr.  Esch.  Would  it  be  profitable  then  for  your  cai*  float  to  haul 
that  much  of  dead  weight  in  order  to  counterbalance  the  cost  of  cart- 
age and  breakage  of  shipment  at  the  terminal  point? 

Mr.  Leighton.  It  would  in  some  places,  but  if  terminal  facilities 
for  the  transportation  and  for  breaking  bulk  were  as  good  as  they 
are,  for  example,  at  Cleveland  or  Elyria,  then  it  would  not. 

Mr.  Esch.  Well,  car  floatage  is  only  used  for  transit  purposes, 
is  it  not? 

Mr.  Leighton.  Of  course  it  is  perfectly  possible  to  transport  cars 
that  way.    It  is  done  now  across  the  rivers. 

Mr.  Parker.  It  is  not  lawful  now  to  take  it  up  and  down  thf 
rivers,  is  it? 

Mr.  Leighton.  I  undei*stand  not. 

There  is  a  very  interesting  document  floating  around  here,  Mr. 
Chairman,  that  is  so  valuable  that  I  think  it  ought  to  become  a  part 
of  the  hearings,  and  I  want  to  ask  permission  to  include  it  as  part  of 
my  remarks,  merely  because  no  one  else  has  done  so.  It  is  the  report 
of  the  tTnited  States  Chamber  of  Commerce  on  this  subject. 
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The  Chairman.  You  can,  put  that  in  the  hearing  then,  without 
objection. 

Mr.  EsoH.  It  includes  an  address  that  v/as  made  here  by  Mr.  Town- 
ley  the  other  day. 

The  Chairman.  I  suppose  there  is  no  objection  to  its  going  into 
the  hearing. 

(The  paper  referred  to  follows:) 

The  Repobt  of  the  Special  Committee  on  Wateb-Power  I>evetx)pmekt. 

statement  ok  que8t10n. 

From  several  i>()iiits  of  view  tlie  situatlou  witli  respect  to  water  i)owers  the 
development  of  which  is  Influenced  by  the  policies  of  the  Federal  Government 
has  been  placed  before  the  board  of  directors  of  the  Chamber  of  Commerce  by 
organizations  in  the  membership.  In  some  instances  these  organizations  have 
indicated  their  advocacy  of  definite  policies;  in  other  cases  they  liave  asked 
that  a  special  committee  should  be  created,  by  the  national  chamber,  to  study 
existing  legislation,  the  conditions  under  wiiich  water  powers  now  uuutilized 
might  be  develope<l,  and  the  nature  of  any  new  Federal  legislation  which  might 
be  needed. 

Recognizing  the  national  importance  of  the  questions  which  are  Involved,  the 
board  of  directors  of  the  Chamber  of  Commerce  of  the  United  States  appointed 
a  special  committee  on  water-power  development,  and  placeil  before  this  com- 
mittee the  resolutions  which  had  been  received  from  organizations  In  the  mem- 
bership. 

The  members  of  the  committee  are:  L.  S.  Gillette,  chairman.  Minneaioil-. 
Harry  A.  Black,  Galveston;  Rome  G.  Brown,  Minneapolis;  Henry  S.  Driukor. 
South  Bethlehem,  Pa. ;  Frank  P.  Glass,  Birmingham,  Ala. ;  E.  K.  Hall,  New 
York  City ;  Horace  C.  Henry,  Seattle ;  H.  L.  McCune,  Kansas  City ;  Samuel 
V.  Stewart,  Helena,  Mont.;  George  F.  Swain.  Boston;  C.  F.  Weed.  Boston. 

This  committee  has  presented  a  report,  the  recommendations  of  which  are 
now  submitted  in  referendum  to  the  organizations  in  the  membership  of  the 
chamber. 

January  16,  1918. 
To  the  Board  of  Directors  of  the 

Chamrers  of  Commerce  of  the  United  States: 

Water  power  constitutes  one  of  the  great  undeveloped  natural  resources  of 
the  United  States.  It  is  peculiar  in  that  its  use  results  in  the  conservation 
of  another  great  natural  resource,  namely,  fuel,  and  also  in  that  Its  use  on 
navigable  stream  may  be  an  improvement  to  navigation.  It  is  estimated  that 
the  undeveloped  water  power  exceeds  the  total  steam  power  now  in  service. 
Many  undeveloped  water  powers,  because  their  development  requires  the  use 
of  public  lands  or  because  they  He  upon  navigable  steams,  are  in  whole  or  in 
part  under  control  of  the  Federal  Government.  In  recent  years  the  policy  of 
the  Federal  Government  with  respect  to  these  powers  has  been  such  that  their 
development,  instead  of  being  encouraged,  has  been  almost  prohibited. 

One  of  the  first  things  to  be  clearly  perceived,  for  an  understanding  of  tliiB 
subject,  is  that  water-x)ower  developments  are  not  exceedingly  profitable  under- 
takings earnestly  sought  by  capital,  as  a  means  of  securing  large  returns  on 
a  small  investment;  but  that,  on  the  contrary,  steam  power  is  the  superior  of 
water  power  in  almost  all  respects.  In  order  to  procure  the  adequate  develop- 
ment of  water  power,  inducements  must  be  offered. 

There  is  a  very  general,  but  entirely  erroneous,  belief  that  any  water  power 
running  to  waste  can  be  utilized  at  small  exx)ense.  The  initial  cost  of  a  steam 
plant  is  in  general  but  one-half  to  one-fifth  that  of  a  water-power  plant  of 
equal  capacity.  Moreover,  because  a  steam  plant  can  be  more  easily  enlarged 
from  time  to  time,  the  initial  development  of  a  water-power  plant  must,  in 
general,  be  a  much  larger  proportion  of  the  ultimate  contemplated  development 
than  in  the  case  of  a  steam  plant.  It  follows  that  the  investor  in  a  water- 
I)ower  plant  is  burdened  from  the  very  start  with  a  heavy  fixed  charge,  the 
failure  to  meet  which  may  mean  bankruptcy.  The  risks  to  capital  in  water- 
power  developments  are,  therefore,  much  greater  than  the  risks  in  the  case  of 
stedm  power.    The  advantage  of  water  power  lies  in  its  smaller  expense  of 
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mfllntenance,  due  to  the  smaller  amount  of  labor  and  the  absence  of  any  cost 
for  fiiel. 

Water  powers  will  not  be  developed  unless  the  conditions  are  made  com- 
paratively favorable.  Present  demand  for  the  development  of  such  power 
comes,  not  from  capitalists,  but  from  communities  which,  on  account  of  the  high 
price  and  scarcity  of  fuel,  are  desirous,  in  ttxeir  own  interest,  of  inducing 
capital  to  make  such  developments. 

There  are  many  collateral  advantages  resulting  from  the  development  of 
water  power,  which  are  reaped  by  the  community  as  a  whole  rather  than  by 
the  investor.  These  advantages  are  the  saving  of  coal  and  oil,  which  are  ex- 
haustible  natural  resources  and  once  used  can  never  be  replaced,  the  saving 
of  railroad  equipment  needed  for  their  transportation,  the  saving  of  labor  in 
coal  mines  and  of  railroad  labor  and  labor  in  distribution.  A  most  enlightening 
paper  covering  the  engineering  and  economic  aspects  of  this  question,  has,  at 
the  request  of  this  committee,  been  prepared  by  Mr.  Calvert  Townley,  and  sub- 
mitted by  him  from  and  on  behalf  of  the  Joint  Council  of  the  civil,  mining, 
mechanical,  and  electrical  engineering  societies,  consisting  of  30,000  members. 
This  paper  Is  printed  as  Appendix  II. 

If  the  water  power  now  commercially  capable  of  development  could  be 
brought  into  use,  the  savings  to  the  public  in  the  conservation  of  fuel  and  the 
release  of  labor  and  railroad  equipment  would  run  into  hundreds  of  millions 
of  dollars  annually. 

At  the  present  moment  the  public  has  been  made  to  realize,  as  never  before, 
the  importance  of  conserving  fuel  and  labor;  and  the  present  emergency 
accentuates  the  public  need  of  the  formulation  of  a  wise  and  fair  water-power 
policy  by  the  Federal  Government 

In  order  to  secure  the  adequate  development  of  water  power,  it  is  essential 
that  the  subject  should  be  approached  with  an  attitude  of  mind  which  recog- 
nizes the  necessity  of  making  such  developments  attractive  to  capital,  rather 
than  with  that  attitude  which  assumes  that  such  enterprises  should  be  sur- 
rounded with  as  many  restrictions  as  possible. 

The  conservation  of  every  other  natural  resource  means  restriction  in  its 
use,  for  use  means  consumption,  and  permanent  destruction.  Every  pound 
of  coal  burned  is  forever  withdrawn  from  use.  On  the  other  hand,  every  horse- 
power of  water  power  not  used  is  lost,  and  every  horsepower  conserved  and 
used  saves  not  only  the  horsepower  but  its  equivalent  in  coal  and  may  in- 
cidentally Improve  navigation. 

The  task  of  this  committee  has  been,  without  going  into  details,  to  outline 
the  essentials  of  a  fair  contract  which  shall  fully  protect  the  interests  of  the 
public,  and  at  the  same  time  shall  make  water-power  projects  sufficiently 
attractive  to  secure  their  development. 

The  committee  has  drawn  up  and  unanimously  presents  certain  recom- 
mendations regarding  the  fundamental  points  which  it  considers  of  the  greatest 
importance  in  a  Federal  policy  if  it  is  to  accomplish  the  highly  beneficial 
results  which  the  public  interests  demand. 

I.  As  to  all  developments,  whether  within  or  outside  the  public  domain,  a 
separate  act  of  Congress  should  not  as  at  present  be  required  for  each  de- 
velopment; but  the  authority  to  issue  permits  should  be  vested  in  some  de- 
partment or  commission  designated  for  that  purpose  and  under  conditions 
protective  of  the  interest  of  the  public  and  of  the  investor. 

The  above  recommendation  seems  to  be  now  generally  approved.  For  a 
summary  of  the  defects  of  existing  legislation,  see  Appendix  I,  "Present  De- 
fects of  Federal  Water-Power  Legislation.'* 

II.  Permits  should  be  issued  for  a  period  of  at  least  50  years,  unless  at  the 
option  of  the  applicant  a  shorter  period  is  agreed  upon,  and  should  be  irre- 
vocable except  for  cause. 

Permits  for  a  period  of  less  than  50  years  will  not  invite  development. 

Many  permits  may  be  for  projects  that  will  require  gradual  development 
toward  a  completeil  whole,  and  the  original  permits  should  embrace  the  whole 
and  all  of  its  parts.  In  case  supplementary  permits  are  applied  for  by  the 
same  licensee,  for  supplementary  work  not  covered  by  the  original  application, 
but  applying  to  the  original  project,  such  supplementary  i)ermitH  should  expire 
concurrently  with  the  original  permit. 

For  the  necessity  of  such  provisions  as  are  re(?omnieniled  above,  see  Ap- 
pendix I,  "  Present  Defects  of  Fetleral  Water-Power  I^;jislatlon." 

III.  A  toll  should  be  Imposed  by  the  Government  only  on  power  developments 
on  the  public  domain  or  benefited  by  headwater  improvements  maintained  by 
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the  Government.  Such  tools  should  be  based  upon  the  horsepower  actually  de- 
veloped, used,  and  sold.  The*  tolls  should  be  reasonable,  and  pi'oportlonate  to 
the  benefits  actually  derived. 

There  Is  no  justification"  for  any  toll  on  power  developed  from  navigable 
waters  outside  the  public  domain;  but  a  charge  in  the  nature  of  a  license  fee 
to  cover  governmoDtal  expenses  In  the  premises  Is  proper. 

It  seems  clear  that  the  public  interest  requires  that  tolls  where  imposed 
should  be  malntalne<l  at  the  lowest  point  consistent  with  meeting  the  incidental 
expenses  incurred  by  the  Government.  All  tolls  are  in  the  last  analysis  borne 
by  ttie  consumer  and  should  not  be  treated  as  a  source  of  revenue  to  the 
Federal  Government. 

TV.  If  public  lands  form  only  a  small  and  incidental  part  of  the  entire  de- 
velopment, the  licensee  should  be  entitled  to  acquire  tie  right  to  use  such 
lands,  paying  the  Government  fair  and  just  compensation  for  such  use. 

The  reason  for  this  recommendation  is  shown  In  Appendix  I,  "  Present  I>e- 
fects  of  Federal  Legislation." 

V.  At  the  expiration  of  the  license  period  the  Government  should  have  the 
right  to  recapture  the  property  for  Itself  or  for  a  new  licensee  upon  the  pay- 
ment of  fair  and  Just  compensation  for  the  property  and  for  all  dependent  prop- 
erty. If  taken ;  and  If  the  dependent  property  is  not  taken,  then  fair  and  Just 
compensation  should  be  paid  for  all  severance  damages. 

Provisions  should  be  made  that,  all  thinjis  being  equal,  the  original  licensee 
have  priority  over  any  new  licensee. 

No  element  of  the  proi>osed  legislation  is  more  vitally  important  than  the 
terms  upon  which  the  property  of  the  permittee  may  be  taken  from  him  at 
the  explratk)n  of  the  permit.  If  he  can  not  be  assured  that  in  case  his  prop- 
erty Is  taken  he  will  receive  "Just  compensation"  therefor,  he  will  invest  his 
money  In  other  enterprises.  The  words  "  Just  compensation  **  carry  an  assur- 
ance of  i)rotectlon  and  fair  dealing,  and  a  sense  of  security.  Any  attempt  to 
amplify  or  limit  "just  compensation"  by  definitions  and  refinements  of  "fair 
value,"  "  original  cost "  and  other  expressions  upon  which  there  are  various 
theories  now  under  discussion  and  as  yet  undefined  by  the  courts  leads  to  un- 
certainty which  is  the  one  thing  which  must  be  avoided.  All  these  mooted 
technicalities  will  be  settled  by  the  courts  and  the  commissions  long  before 
any  of  these  permits  terminate.  It  Is  difficult  to  see  why  either  the  public  or 
the  Investor  should  not  be  satisfied  to  rely  upon  the  expression  "  Just  compen- 
sation "  and  trust  to  Its  Interpretation  and  application  by  the  Federal  courts  in 
the  light  of  public  opinion  as  it  shall  be  refiected  In  the  law  fifty  years  in  the 
future. 

VI.  At  the  expiration  of  the  license  period  the  Government  should  (1)  agree 
with  the  licensee  as  to  the  terms  of  a  new  license,  (2)  recapture  for  Itself  or 
for  a  new  license,  or  (3)  continue  the  license  under  the  original  terms. 

Any  uncertainty  as  to  the  conditions  under  which  the  licensee  shall  hold 
or  part  with  his  property  at  the  end  of  the  permit  will  obviously  be  prohibitive 

to  Investment. 

VII.  Rates  and  scM-vIre  shi)uld  be  regulated  by  State  commissions  where  the 
service  Is  intrastate,  and  only  by  Federal  authority  where  the  service  Is  inter- 
state and  the  cnnmiissions  of  the  States  which  are  directly  concerned  do  not 
agree  or  there  is  no  State  commission. 

The  exercise  of  any  Federal  juri.»5dicti()n  i)ver  the  issuance  of  securities  would 
be  unnecessary  and  unwise. 

It  Is  obvious  that  rates  and  service  should  be  under  regulation.  It  is 
e<iually  obvious  that  there  should  be  no  possibility  of  conflict  between  Stute 
and  Federal  authorities. 

The  regulatlfMi  of  securities  is  a  regulation,  not  of  operation,  but  of  the  cor- 
poration Itself  and.  If  exerclse<l  at  all,  should  rest  with  the  State  In  which  the 
(•on)oratl(>n  Is  donilclkMl. 

A'lII.  No  preference  shonid  be  allowed  as  between  applicants,  whether  a 
nnuiicii).ility  or  otherwise,  which  amounts  to  the  granting  at  the  exiiense  of 
the  (lovernnient  of  a  subsidy  creating  unequal  competition  In  the  same  market. 

Ktioouragenient  of  State,  municipal,  or  other  Improvements  should  be  given 
only  with  the  exercise  of  due  regard  for  the  equitable  rights  of  existing  de- 
veloi)nients. 

Several  water-power  bills  are  before  Congress.  Including  a  bill  drafted  by 
the  Fe<leral  departments  !>iost  lntereste<l  and  just  lntroduce<l.     None  of  these 


WATER  POWER.  537 

bills  includes  all  the  requirements  wliloh  this  committee  lias  recommended  as 
essential  to  le^sthition  whicli  will  produce  development. 

Special  Committke  on  Water-Power  Development, 

L.    S.    Gillette,    Chairman. 
Harry  A.   Black. 
Rome   G.    Brown. 
Henry  S.   Drinker. 
Prank  P.  Glass. 
E.  K.  Hali^ 
Horace  C.   Henry. 
H.  L.  McCuNE. 
George  F.  Swain. 
C.  P.  Weed. 

appendix   I. 

PRESENT  UBFECTS   OF   WATER-POWER    LE0I8LATI0.N. 

I.  Water  poircrs  on  the  public  domain. 

As  to  water  powers  on  the  public  domain  (lands  the  title  of  which  Is  In  the 
United  States),  a  permit  has  to  be  obtained  from  the  Department  of  Agri- 
culture or  the  Department  of  Interior,  whichever  has  control  over  the  site 
in  question,  and,  no  matter  how  much  the  investment  required,  the  permittee 
naust  accept  a  permit  which  is,  upon  the  face  and  in  fact,  arbitrarily  revocable 
at  any  time,  that  Is,  revocable  by  the  same  department  that  grants  the  permit. 
His  permit  also  may  be  made  subject  to  any  conditions  which  the  department 
may  see  fit  to  impose  at  the  time  the  permit  is  granted.  But  this  is  not  all, 
for  his  permit  is  made  subject  to  any  further  condition  which  the  same  depart- 
ment may  at  any  time  choose  to  impose,  adding  further  burdens  or  restrictions 
even  after  his  investment  has  been  made.  Indeed,  if  a  homesteader  happens 
to  make  entry  upon  the  land  covered  by  the  site  occupied  by  the  investor's 
water-power  plant,  then  immediately  the  permit  Is,  by  virtue  of  such  entry, 
automatically  revoked.  And  in  neither  case  is  the  investor  protected  by  pro- 
vision for  compensation.  His  entire  investment  is  at  the  hazard  of  loss  or 
confiscation  from  the  moment  it  is  made. 

Again,  even  if  the  water-power  site  is  locatefl  outside  of  the  public  domain 
and  it  becomes  necessary  to  use  or  cross  any  part  of  the  public  domain  for  a 
transmission  line  or  otherwise,  then,  no  matter  how  slight  the  use,  a  permit 
must  be  gotten  for  such  use,  and  the  same  hazard  of  revocation  prevails  as  in 
the  case  of  a  permit  for  a  public  domain  site. 

The  result  is  that,  out  of  about  5,000,000  kilowatts  of  energy  commercially 
feasible  to  be  developed  from  the  water  powers  upon  the  public  domain,  only 
about  one- tenth  have  been  developed.  Four  million  five  hundred  thousand  kilo- 
watts of  energy  on  the  public  domain  are  unnecessarily  and  unreasonably 
allowed  to  continue  to  waste,  because  the  legislative  restrictions  and  hazards 
prevent  the  necessary  investment  of  private  capital. 

II.  Water  powers  oti  navigable  streams  outside  the  public  domain. 

Under  the  present  status  (acts  of  1906  and  1910)  applying  to  water  powers 
outside  the  public  domain  the  term  of  the  i)ermit  can  not  excee<l  50  years,  and 
at  the  end  of  that  time  the  permittee  has  no  rights  whatever.  No  consideration 
is  taken  of  the  length  of  time  required  to  build  up  his  business  and  to  get  on  a 
profit-paying  basis,  nor  of  the  neces.sary  investment  to  keep  his  plant  up-to-date. 
At  the  end  of  the  50-year  term,  or  a  shorter  term  if  it  were  made  shorter,  he 
must  lose  his  entire  investment.  To  save  himself  from  this  loss  he  must 
amortize  his  plant,  which  is  impossible;  that  is,  he  must  add  to  his  charges  for 
service  such  amounts,  beyond  the  otherwise  ordinary  charges  necessary  to 
bring  a  fair  profit,  as  are  suflicient  to  pay  him  back  by  the  end  of  his  term 
his  entire  investment.  In  many  instances  this  would  make  his  charges  beyond 
tlie  rate  which  would  bring  a  demand  for  his  service. 

But  this  i«  not  his  only  hazard.  His  permit  may  be  arbitrarily  revoke<l  at 
any  time  before  the  end  of  his  term,  and  that  too,  without  compensating  him 
adequately  for  his  investment.  Moreover,  arbitrary  conditions  at  the  will  of  the 
War  Department  may  be  impo.sed,  and  the  nature  and  extent  of  the  burdens  or 
hazards  which  may  thus  be  arbitrarily  Imposed  are  left  indefinite  and  uncertain. 
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Furthermore,  he  Is  subject  to  such  conditions  not  only  imposed  at  the  time  and 
as  a  part  of  his  permit,  but  is  also  subject  to  other  indefinite  and  uncertain 
conditions  and  burdens  which  may  be  imposed  subsequently  thereto. 

This  makes  it  impossible  for  any  investor,  acting  under  such  a  consent  of 
the  Ck)ngress  and  a  permit  issued  thereunder,  to  compute  with  any  business-like 
approximation  the  amount  of  the  investment  which  he  may  ultimately  be  com- 
pelled to  make.  Of  course,  where  the  investment-cost  per  horsepower  produced 
exceeds  a  fixed  sum  varying  under  various  conditions,  the  enterprise  Is  .not 
commercially  feasible ;  that  is,  development  and  operation  mo  •  ns  a  loss  of  profit 
and  a  loss  of  investment.  These  water-power  developments  require  n  large 
capital  and  careful  financing,  all  of  which  is  impossible  in  the  face  of  these 
uncertainties  and  hazards  before  which  capital  necessarily  shrinks.  There  have 
been  developments  on  navigable  streams  within  the  past  few  yeare,  but  none  of 
these  has  been  made  under  any  permit  granted  under  act  of  Ck)ngress  since 
1907.    These  developments  are  under  consents  grante<l  under  prior  acts. 

These  are  the  reasons  for  the  present  stagnation  of  water-power  development 
on  navigable  streams  in  this  country.  The  legislative  defects  now  existing  are 
apparent  and  not  denied  by  any  sane  student  of  the  subject. 

APPENDIX  ti. 

HYDROELECTRIC   DBVBLOPIfENT. 

[Statement  submitted  to  the  special  committee  of  the  Chamber  of  Commerce   of  the       | 
United  States  on  waier-power  development,  January  14,  1918,  on  behalf  of  the  Bnid- 
neerlng  Council,  by  Calvert  Townley,  member  of  Engineerinig  CouncU,   fellow   A.   L 

E.  E.] 

It  is  my  pleasant  duty  to  appear  before  you  by  vote  of  the  executive  com- 
mittee of  engineering  council,  in  response  to  your  kind  invitation  of  January 
10.  Being  empowered  as  it  is  to  speak  for  the  American  Society  of  Civil 
Engineers,  the  American  Institute  of  Mining  Engineers,  the  American  Society 
of  Mechancal  Engineers,  and  the  American  Institute  of  Electrical  Engineers  on 
matters  of  common  concern  to  all  of  these  bodies,  the  Engineering  Councirs 
ofllcial  utterances  concern  only  such  underlying  principles  and  economic  facts 
as  are  endorsed  by  all  engineers  and  beyond  the  field  of  controversy.  These 
societies  are  scientific  and  professional.  They,  therefore,  refrain  from  express- 
ing views  on  legal,  political,  and  commercial  questions  except  when  such  are 
closely  linked  with  essential  engineering  facts.  The  statements  which  I  am 
privileged  to  make  to  you  are  not  expressions  of  my  personal  views  nor  of  those 
of  any  group.  They  have  been  submitted  to  and  approved  by  the  Executive 
CJommittee  of  the  Engineering  Council  which  believes  them  to  fall  within  the 
definition  given. 

The  introduction  of  electricity  as  a  means  for  transmitting  power  over  con- 
siderable distances  and  its  subsequent  rapid  development  completely  changed 
the  status  of  hydraulic  power.  Previously  such  power  could  only  be  used  near 
falling  water.  Now  it  is  commercially  available  in  convenient  form  within  a 
radius,  in  some  instances,  up  to  200  miles,  a  fact  that  has  made  it  possible  to 
utilize  water  powers  even  when  located  in  remote  and  Inaccessible  places. 
Indeed,  to-day  practically  all  hydraulic  developments  of  any  magnitude  are 
hydroelectric. 

Along  with  improvements  in  the  :irt  of  electrical  transmision  have  come 
equally  rapid  developments  in  the  application  of  electricity.  Electric  light  has 
become  almost  the  universal  illuminant.  Electric  motors  largely  drive  our  fac- 
tories and  propel  all  our  street  cars.  They  have  made  substantial  progress  In 
replacing  steam  locomotives  on  some  large  railroads  while  the  manufacture  of 
nitrogenous  products  for  explosives  and  fertilizers,  and  of  such  products  as 
abrasives  and  aluminum,  depends  for  its  commercial  success  on  electro- 
chemistry. In  an  endeavor  to  supply  the  demand  for  electric  current  thus 
created  large  central  generating  stations  have  been  established  in  or  near  all 
large  centers  of  population. 

In  the  light  of  the  foregoing.  It  might  seem  reasonable  to  suppose  that  a 
large  proportion  of  the  mwlern  demand  for  electric  current  would  be  supplied 
from  the  energj-  in  falling  water.  Such,  however,  is  not  the  case.  Accurate 
statistics  are  difficult  to  obtain  but  some  approximate  totals  may  prove  illumi- 
nating. It  has  been  estimated  by  a  careful  engineer  that  in  1911  there  were 
over  26,000,000  steam  engine  horsepower  capacity  in  use  (including  railroad 
locomotives,  in  the  United  States.  The  aggregate  water  horsepower  developed 
and  undeveloped  has  been  computed  as  nnmnd  60.000.000.     Of  this  latter  the 
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United  States  census  of  1912  gives  4,870,000  as  developed,  and  in  a  report  of 
January,  1016,  the  Secretary  of  Agriculture  estimates  this  total  to  have  been 
increased  to  6,500,000.  Making  liberal  allowances  for  correction  in  these 
several  figures  it  seems  probable  that  there  are  In  service  from  four  to 
five  times  as  many  steam  as  water  horsepower  and  that  there  are  still  unde- 
veloped water  horsepower  equal  at  least  to  twice  that  of  all  the  steam  capacity 
in  service.  Some  of  the  undeveloped  power  sites  are  too  remote  from  any 
market  to  be  now  utilized,  and  an  uncertain  number  are  not  commercial  pros- 
pects ;  but,  even  so,  it  is  clear  that  the  possibilities  of  additional  development 
ore  very  great 

There  are  two  fundamental  causes  which  have  militated  against  the  sub- 
stitution of  hydroelectric  for  steam-electric  power.  One  is  economic  and  per- 
manent; the  other  is  statutory  and  therefore  subject  to  modification.  Both 
reasons  apply  to  some  powers  but  neither,  fortunately,  to  all.  The  economic 
and  permanent  reason  is  high  cost  of  development  due  to  natural  conditions. 
Electric  power  generated  by  falling  water  is  inferior  to  that  generated  by 
steam  in  every  particular  except  cost  and,  therefore,  water-driven  service  must 
be  cheaper  than  steam-driven  in  order  to  Justify  its  existence. 

The  price  for  service  depends  primarily  on  cost  and  cost  divides  itself 
naturally  into  two  main  items,  namely,  operation  (including  maintenance),  and 
fixed  charges.  As  an  hydroelectric  plant  consumes  no  fuel.  Its  operating  cost 
Is  less  than  that  of  an  equivalent  steam-driven  plant.  On  the  other  hand,  a 
steam  plant  on^y  costs  usually  from  one-fifth  to  one-half  as  much  per  unit  of 
capa(!ity  as  an  hydroelectric  plant,  so  that  the  latter  must  carry  very  much 
heavier  fixed  charges. 

This  disability  of  water  service  is  usually  even  greater  than  the  ratio  of  the 
costs  of  two  equivalent  complete  developments,  A  power  enterprise  seldom 
comes  into  being  with  a  market  for  its  entire  ultimate  output.  Therefore,  when 
steam  is  to  be  the  motive  power,  only  such  capacity  is  installed  as  Inital  de- 
mands require  and  the  cost  per  unit  is  fairly  proportional  to  that  of  the  ulti- 
mate development.  In  a  water  development,  on  the  contrary,  a  large  part  of 
the  cost  is  for  riparian  rights,  for  the  dam,  impounding  reservoir,  flume, 
forebay,  etc..  and  for  the  transmission  right  of  way,  towers,  etc.,  which  mui^ 
at  the  start  be  largely  provided  and  constructed  for  the  complete  installation. 
The  obvious  result  is  a  greater  fixed  charge  per  unit  of  capacity  and  a  higher 
cost  per  horsepower  delivered  for  sale. 

In  forecasting  the  commercial  prospects  of  a  power  enterprise  the  possible 
market  must  be  studied  and,  of  course,  a  sale  price  for  power  decided  upon. 
As  this  price  is  controlled  by  the  cost  of  similar  service  from  other  sources, 
u.sually  from  steam,  and  as  It  must  be  attractive  from  the  start,  the  additional 
burden  of  fixed  (hrrges  on  the  initial  part  of  an  hydroelectric  installation  fre- 
quently fones  the  sale  of  its  power  below  cost.  The  projectors  of  the  enter- 
prise then  must  rely  for  suc(ess  on  a  sufficient  subsequent  increase  in  their 
markets.  The  possibility  of  an  incorrect  forecast  of  the  extent  of  such  increase, 
und  of  the  time  when  it  may  come,  imposes  a  serious  business  hazard  against 
water  and  In  favor  of  steam. 

It  has  been  frequently  pointed  out  that,  as  the  nation's  coal  supply  is  de- 
pleted, the  cost  of  coal  must  rise,  thus  increasing  the  cost  of  steam-electric 
power  as  a  competitor  and  raising  the  market  value  of  hydroelectric  power 
accordingly.  The  rising  price  of  coal  is  a  matter  of  record,  but  it  is  not  so 
{generally  known  that  the  improved  eflSclency  of  steam-producing  machinery 
(iHiilers,  engines,  gererators,  and  auxiliaries,  has  more  than  kept  pace,  so  that 
the  net  cost  of  produc'ng  electric  power  from  coal  has  steadily  declined.  As 
applied  to  the  prewar  period  It  may  be  stated  that  over  a  period  of  10  years 
the  cost  of  coal  has  risen  on  an  average  1  per  cent  per  year  while  the  cost  of 
electric  power  produced  from  coal  has  fallen  on  an  average  2i  per  cent  per 
year.  In  addition  to  these  facts — still  referring  to  prewar  conditions — the  cost 
of  steam-electr*c  generating  equipment  has  been  greatly  reduced.  This  fact  is 
<lue  partly  to  the  introduction  and  subsequent  improvement  of  the  steam  tur- 
bine, and  in  part  to  the  great  Increase  in  the  size  of  the  units  now  available. 

There  is  nothing  to  indicate  that  the  limit  of  improvement  in  the  design  of 
steam  pr*me  movers  have  been  reached  or  is  even  In  sight.  It  is,  therefore,  a 
ron.sonable  assumption  that  further  advances  In  the  art  will  continue  to  occur 
and  to  cut  down  both  the  fixed  charges  and  the  operating  cost  of  steam  power 
as  a  competitor  of  water  The  largest  modem  steam  turbine  has  now  some 
12  times  the  capacity  wh*ch  the  largest  reciprocating  engine  had  15  years 
ago.    Stated  another  way,  the  cost  of  a  steam-electric  plant  per  unit  of  capacity 
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Just  before  the  war  wa^  about  one-third  wliat  It  was  15  years  previous,  while 
the  energy  it  produces  per  pound  of  coal  has  increased  50  per  cent. 

In  addition  to  the  development  of  steam  prime  movers,,  the  Diesel  or  Internal- 
combustion  engine  is  now  coming  largely  into  use,  ns  a  further  competitor  of 
water  power,  where  fuel  oil  Is  available,  as  in  the  southwestern  district  of  the 
United  States.  The  efficiency  of  these  engines  in  considerably  higher  tlmn  that 
of  the  small-size  steam  turbine  and  reciprocating  engine.  There  has  not  been  a 
like  improvement  In  the  efficiency  nor  a  comparable  reduction  in  cost  of  the 
small  reciprocating  steam  unit  and  a  natural  result  has  been  the  expansion  of 
the  central  stations.  As  bearing  on  the  water-power  situation,  obviously  many 
sites  which  15  years  ago  might  have  been  developed  to  sell  energy  in  suc- 
cessful competition  with,  steam  at  Its  then  cost  could  not  now  be  able  to  do 
so,  and  In  consequence  their  development  Is  no  longer  commercially  i>o:f:sible. 

The  cost  of  producing  power  from  either  water  or  steam  Is  a  function  of 
load.  Fixed  charges  remain  practically  unchanged  In  both  Instances,  whether 
the  output  In  energy  be  large  or  small,  but  with  a  steam  plant  Increased  output 
means  increased  fuel  consumption  while  a  water  plant  operates  either  with  or 
without  load  with  but  little  variation  In  expense.  To  Illustrate  by  a  concrete 
example  representing  not  unusual  conditions,  suppose  we  a&sume  a  steam  plant 
using  two  and  one-half  pounds  of  coal  per  kilowatt  hour  at  a  price  of  $3  per 
short  ton  and  having  a  plant  or  output  factor  of  35^  per  cent — that  Is  to  say, 
an  output  equal  to  35  per  cent  of  its  theoretical  output  if  every  unit  were  loadeil 
to  capacity  24  hours  each  day  of  the  year.  Under  these  assumptions  the  cost 
of  fuel  per  unit  of  installed  capacity  per  year  would  be  $11.50  and,  if  the 
other  operating  and  maintenance  charge  be  assumed  to  offset  fairly  those  of  a 
water  installation  of  equivalent  size,  $11.50  represents  the  additional  fixed 
charge  which  the  hydroelectric  plant  could  carry  and  produce  power  at  an 
equal  cost  If  the  fixed  charges  (Interest,  taxes.  Insurance,  and  amortization) 
total  Hi  per  cent,  therefore,  the  hydroelectric  investment  per  kilowatt  capacity 
could  exceed  that  of  steam  by  $100.  This  Is  not  an  abnormal  excess.  Many 
hydroelectric  developments  exceed  the  cost  of  equivalent  steam-driven  Bystems 
by  much  greater  amounts,  in  which  cases  they  become  commercial  prospects 
only  if  coal  be  more  expensive  per  unit  of  output,  or  the  plant  factor  be  higher, 
or  some  other  operating  or  maintenance  condition  be  more  favorable. 

Further,  as  has  been  previously  stated,  hydroelectric  power  Is  inferior  to 
steam-electric  power.  The  reasons  are  elementary.  Stream  flow  is  subject  to 
seasonal  variation  and,  therefore,  to  complete  or  partial  Interruption  by  drought 
In  summer  and  by  ice  In  winter.  Floods  are  a  menace.  Long  tran.sniisj«lon 
lines  may  break  from  wind  or  sleet  or  the  service  be  disarranged  by  lightning. 
The  losses  on  such  lines  vary  with  load  and  are  frequently  responsible  for  an- 
noying pressure  variations.  On  account  of  these  and  other  reasons  hydro- 
electric power  can  not  prevail  against  steam,  competition  at  the  same  or  a 
slightly  lower  price.    It  must  be  materially  lower. 

We  do  not  mean  to  Imply  that  water  power  may  not  be  a  commercially 
practicable  competitor  of  steam.  Many  succeasful  hydroelectric  installatioas 
give  substantial  proof  to  the  contrary.  We  do  wish,  however,  most  emphati- 
cally to  combat  the  widely  held  but  mistaken  view  that  any  water-driven  plant 
will  produce  power  at  lower  cost  than  steam,  and  that  the  margin  Is  so  large 
Investors  generally  are  eagerly  seeking  a  chance  to  put  money  into  hydro- 
electric projects.  The  most  careful  Investigation,  frequently  demanding  sub- 
stantial expenditure  and  the  keenest  scrutiny  by  experts,  is  needed  to  dis- 
criminate between  worthy  and  commercially  Impractical  projects,  and  the 
difference  Is  often  so  small  that  the  imposition  of  even  what  seem  to  be  minot 
burdens  is  sufficient  to  turn  the  scale  In  favor  of  steam  and  entirely  prevent 
what  might  otherwise  be  a  desirable  hydroelectric  development. 

The  second  condition  which  vitally  affects  development  Is  statutory.  After 
10  years  or  more  of  discussion  it  has  come  to  be  generally  agreed  that  on*- 
Federal  laws  discourage  the  development  of  a  large  Proportion  of  the  nation^ 
water  powers  and  remedial  legislation  has  been  considered  at  every  session  of 
Congress  for  many  years.  The  legal  obstacles  are  quite  distinct  and  separate 
from  the  economic  facts  which  have  been  previously  described  and  are  la 
addition  thereto. 

Of  the  estimated  55,000.000  undeveloped  water  horsepower  In  the  entire 
country,  approximately  40,000,000  Is  located  within  the  boundaries  of  the 
18  so-called  western,  water-power  Statea  In  these  same  States  the  Federal 
Government  still  retains  as  proprietor  760,000,000  acres,  or  over  two-thirds  of 
the  aggregate  acreage  of  all  these  States  taken  together.    In  order  to  develop 
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power  In  that  section  It  Is,  therefore,  nearly  always  necessary  to  use  some  part 
of  this  public  domain,  If  not  for  the  dam  site  Itself,  at  least  for  flowage,  for 
transmission  right  of  way,  or  for  some  other  purpose.  Existing  law  forbids 
such  use  except  under  permit  issued  by  the  Secretary  of  the  Interior  and  revo- 
cable without  cause,  at  any  time,  by  himself  or  his  successor  In  office.  It  was 
once  believed  that  revocation  would  only  follow  gross  abuse  well  established 
by  evidence,  but  the  drastic  action  of  a  one-time  Secretary  of  the  Interior 
some  years  since,  to  the  contrary,  disabused  investors  of  this  confidence  and 
demonstrated  by  a  sad  object  lesson  the  Insecure  tenure  afforded  by  existing 
law.  As  funds  for  hydroelectric  development  must  come  from  private  sources, 
the  unstable  tenure  Imposed  by  this  condition  has  constituted  so  great  a  hazard 
of  loss  that  the  private  investor  has  been  loath  to  assume  it.  The  unfortu- 
nate— almost  disastrous — result  has  been  practical  stagnation  In  water-power 
development  for  many  years.  Many  available  power  sites  not  In  the  Western 
States,  or  not  on  the  public  domain,  are  on  navigable  streams.  For  each  such 
project  a  special  act  of  Congress  is  necessary.  The  difficulty  of  obtaining 
suitable  rights  by  this  means  has  been  found  so  very  great  as  largely  to  dis- 
courage, even  if  not  entirely  to  prevent,  the  developments  affected. 

The  several  remedial  laws  recently  considered  by  CJongress  recognize  the 
essential  facts  and  agree  that  the  remedy  is  a  new  law  containing  the  following 
provisions,  namely,  an  Indeterminate  permit  irrevocable  during  50  years  ex- 
cept for  cause  judicially  determined  and  continuing  thereafter  unless  and 
until  the  Federal  Government  either  renews  Its  permit  on  mutually  agreeable 
terms,  or  for  Itself  or  through  a  new  permittee  takes  over  at  Its  fair  value  the 
hydraulic  works  and  certain  other  parts  of  the  development.  The  various  pro- 
posed laws  differ  as  to  what  parts  of  the  development  may  be  taken,  as  to 
whether  or  not  rentals  shall  be  paid  and  their  basis,  and  in  many  other  par- 
ticulars. The  Engineering  Council  does  not  consider  itself  expert  in  legal 
matters  and  will  not  undertake  to  discuss  the  relative  merits  of  the  different 
plans.  It  should  be  pointed  out,  however,  that  an  hydroelectric  enterprise 
being  once  successfully  established.  It  Is  alike  to  the  interest  of  the  owners, 
of  the  Government,  and  of  the  public  that  It  should  continue  Indefinitely  with- 
out interruption.  There  is  no  economic  reason  to  be  served  by  a  cessation  and 
the  only  reasons  for  providing  a  legal  means  of  recapturing  the  installation 
and  the  water  rights,  are,  first,  to  preserve  an  additional  measure  of  Govern- 
ment control  against  possible  abuse  by  the  permittee,  and,  second,  against  a 
remote  contingency  which  might  make  It  desirable  that  the  Government  would 
want  to  use  the  power  for  some  other  purpose. 

A  successful  power  enterprise  at  the  end  of  50  years  will  have  multiplied 
the  capacity  of  its  initial  installation  many  times,  variously  estimated  at  from 
five  to  twenty.  In  doing  so,  it  Is  almost  certain  that  not  only  wUl  the  entire 
power  available  at  the  original  site  be  fully  developed  but  other  powers  as 
well,  which  latter  may  or  may  not  be  dependent  upon  Government  permits. 
Still  further,  in  nearly  all  cases  steam  plants  as  well  as  water  plants  are 
necessary.  These  steam  plants  are  necessary  to  supplement  hydroelectric  power 
at  periods  pf  low  water  and  In  case  of  Interruption,  as  well  as.  In  some  In- 
stances, to  provide  Increased  capacity.  In  fact,  modern  practice  Is  rapidly  ap- 
proaching that  of  providing  steam  capacity  equal  to  100  per  cent  of  hydro- 
electric for  the  purpo.ses  stated.  In  any  event,  the  growth  of  the  enterprise 
over  a  term  of  years  will  be  continuous  and  progressive.  There  will  never 
come  a  time  when  It  may  be  said  to  have  been  completed  and  subject  to  no 
further  expansion. 

This  continuing  growth  makes  burdensome  and  usually  abortive  any  attempt 
to  amortize  the  investment,  while  the  investment  in  other  water  powers  or  in 
steam  plants,  or  both,  Interconnected  with  and  generally  dependent  for  their 
economic  operation  on  the  original  development,  renders  the  right  to  recapture 
that  development  only  very  onerous  and  one  which  con.stitutes  a  serious  impedi- 
ment to  the  free  and  full  development  of  an  enterprise  which  Is  otherwise  most 
desirable  from  all  standpoints. 

With  respect  to  power  sites  on  the  public  domain  and  on  navigable  streams 
the  Government  Is  In  the  position  of  seeking  to  have  Its  resources  developed 
without  assuming  any  business  hazard  and  without  contributing  either  capital 
or  credit.  It  would  be  unfortunate,  in  the  light  of  past  experience,  if  any  new 
laws  which  may  be  enacted  should  put  the  Government  In  the  position  of  bar- 
gaining with  capital  and  of  offering  just  sufficient  Incentive  not  to  Induce  capi- 
tal to  undertake  the  developments  desired,  thereby  while  apparently  providing  a 
remedy  In  reality  Insuring  a  continuance  of  the  present  undesirable  condition. 
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Hydroelectric  ent^prises  must  compete  with  the  demands  of  other  industries 
for  capital.  Experience  has  shown  that  even  without  the  imposition  of  addi- 
tional Ununcial  burdens  many  of  them  are  not  sufficiently  attractive  to  secure 
development  and,  as  the  attractive  prospects  grade  by  imperceptible  degrees 
into  the  unattractive  ones,  it  is  perhaps  self-evident  that  every  additional 
burden,  however  small,  transfers  a  percentage  of  such  projects  from  conunerdal 
into  uncommercial  prospects. 

It  is  our  belief  that  the  benefits  afforded  the  communities  served  by  cheap 
power,  and  to  the  Nation  by  the  conservation  of  coal  resulting  from  the  substitu- 
tion of  a  self-renewing  for  a  nonrenewable  natural  resource,  are  far  more  valu- 
able than  is  the  exact  solution  of  the  question  of  restricting  the  returns  to  capi- 
tal to  their  Irreducible  minimum.  The  present  emergency  due  to  the  progress 
of  the  war  has  forcibly  illustrated  the  importance  of  having  developed  the 
greatest  possible  number  of  water  powers  as  a  source  of  industrial  pow^er  sup- 
ply. As  it  consumes  no  fuel,  the  substitution  of  water  for  steam  power  would 
release  to  other  uses  all  the  extensive  railroad  and  water  facilities  now  en- 
gaged in  transporting  such  coal.  It  would  similarly  release  a  corresponding 
volume  of  labor  now  occupied  in  mining  this  coal  and  in  operating  such  trans- 
portation agencies  as  well  and  the  boiler-room  forces  of  the  steam-power  plants 
themselves. 

ARGUMENTS  IN  THE  NEGATIVE. 

I.  Against  this  proposal,  that  power  to  grant  permits  should  be  lodged  in  a 
department  or  commission,  it  may  be  argued  that  the  importance  of  some  water 
powers  warrants  separate  consideration  of  the  use  of  each  by  Congress.  The 
art  of  transmitting  power  has  progressed  until  electric  energy  can  be  applied 
upwards  of  200  miles  from  the  point  of  its  development;  in  other  words,  a 
water  power  may  have  great  importance  to  communities  and  industries  in  an 
area  of  125,000  square  miles,  or  a  district  larger  than  any  State  except  Cali- 
fornia, Montana,  or  Texas.  (}rant  of  a  franchise  for  development  of  a  water 
I)ower  may  involve  much  more  important  considerations  than  grant  of  a  limited 
number  of  acres  of  land  for  mining  or  agriculture  under  statutes  which  lay 
down  more  specific  conditions  than  may  be  possible  with  respect  to  sites  for 
development  of  water  power.  Power  for  industrial  uses,  and  especially  power 
from  an  inexhaustible  resource  in  which  the  United  States  is  preeminent.  Is 
likely  to  have  great  influence  upon  international  competition  in  the  near  future. 
Regarding  statements  that  hydroelectric  power  is  inferior  to  steam-electric 
power  it  may  be  said  that  it  has  some  points  of  superiority.  For  example.  It 
is  not  dependent  upon  the  uncertainties  of  transportation  for  supplies  of  fu^ 
Uncertainties  because  of  low  water  may  often  be  obviated  by  provision  of 
storage  facilities  for  flood  waters.  The  cost  of  production  for  hydroelectric 
power  Is  not  subject  to  so  many  fluctuating  costs  of  materials,  etc.,  as  the  cost 
of  steam-electric  power  and  therefore  can  be  more  stable.  Considerations  such 
as  those  to  which  allusion  Is  here  made  bear  upon  the  importance  of  power 
sites  and  the  policy  Congress  should  follow  in  determining  the  procedure  for 
their  utilization. 

II.  The  recommendation  contemplates  leases  when  public  lands  are  so  situ- 
ated as  to  control  a  development  and  licenses  for  placing  structures  in  navignble 
waters  where  water  power  may  be  utilized.  In  different  quarters  opposing 
arguments  may  be  directed  to  two  points — (1)  adoption  of  a  policy  under 
which  the  United  States  will  lease  public  lands,  and  not  convey  title  in  fee, 
terminating  Its  Interest,  and  (2)  the  time  a  lease  or  license  is  to  run. 

The  first  point  refers  only  to  water  powers  for  the  development  of  which  a 
part  of  the  public  lands  Is  necessary.  Over  these  public  lands,  when  they  He  in 
States,  as  Is  the  case  with  all  of  their  area  In  the  continental  United  States, 
the  Federal  Government  exercises  rights  which  are  proprietary  rather  tlian 
governmental.  That  the  Federal  Government  may  reserve  such  lands  from  all 
disposal  In  the  present  or  may  grant  rights  of  occupancy  for  limited  i)erl<ids 
Instead  of  conveyance  in  fee  Is  generally  ac'-nowledged  to  have  been  settleil 
by  decisions  of  the  United  States  Supreme  Court,  as  In  the  case  of  the  Utah 
Power  Co.,  decided  in  March,  1917.  Nevertheless,  although  the  legal  ques- 
tion may  be  settled,  it  can  be  said  that  a  nnestion  of  policy  remains.  With 
respect  to  policy  It  has  at  times  been  urrei  that  Indefinite  continuance  of 
special  Federal  interests  in  Western  Stj^tes  sbntild  not  be  contemplated,  through 
proloniration  of  the  Federal  Government's  r>r'^'>r'etnry  Interest  in  lands  which 
are  put  to  beneficial  use,  but  that  such  lands  ^'^ould  be  granted  in  fee,  in  order 
that  In  all  particulars,  and,  like  all  other  p"n'v>rty  used  to  private  advantage. 
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tbey  may  come  wholly  within  the  Jurisdiction  of  the  State  In  whlcli  they  are^ 
altnated. 

Regarding  50  years  as  a  period  of  a  lease  or  license,  it  can  be  said,  from 
aome  points  of  view,  that  this  period  has  been  selected  more  or  less  arbitrarily 
and  has  undesirable  rigidity;  it  may  not  be  sufficient,  or  it  may  be  too  long, 
with  respect  to  any  particular  project.  As  a  fixed  ivriod  it  may  even  be 
argued  to  be  too  long,  on  the  ground  that  according  to  our  experience  in  the 
last  50  years  changes  in  the  mechanical  arts  and  the  Industrial  world  are 
so  likely  to  be  highly  important  during  the  next  50  years  that  it  is  undesir- 
able In  the  public  interest  to  grant  franchises  generally  which  will  not  permit 
changes  in  accordance  with  alterations  in  public  policy  and  in  Industrial  needs. 
Hydroelectric  power  has  been  developed  and  transmitteil,  In  the  manner  with 
which  we  are  now  fa  nil  liar,  for  only  28  years — or  for  little  more  than  half 
the  perUnl  for  which  It  is  now  proi)osed  to  issue  permits. 

III.  Questions  regarding  the  charges  the  Fetleral  Government  should  make* 
under  lea«e»  Jind  licenses  raise  considerations  that  are  somewhat  dissimilar 
when  water-jio.wer  sites  on  public  lands  are  involved  and  when  license  to  place 
structures  In  navigable  streams  are  under  scrutiny.  With  resi>ect  to  water 
powers  in  both  situations,  however,  It  may  be  argued  that,  In  effect,  the  Federal 
Government  grants  a  franchise  and  that.  In  granting  franchises  to  public 
utilities  of  various  kinds,  States,  or  municipalities  acting  under  State  authority, 
have  in  many  instances  stlpulate<l  for  a  consideration  In  the  nature  of  com- 
pensatlou  to  the  connnunlty  In  return  for  the  use  of  a  valuable  privilege  be- 
longing to  the  community.  In  the  case  of  leases  and  licenses  for  developing 
the  water  iwwers  in  question  the  jieople  of  the  United  States,  not  the  people 
of  a  State  or  locality,  have  the  proi)rletary  interest  or  the  authority  of  control 
with  resf)ect  to  the  privilege.  Tn  other  fields  the  Federal  Oovernment  has  stipu- 
lated for  compensation:  for  example,  at  least  half  of  all  earnings  Of  Fetleral 
Reserve  Banks  In  excess  of  6  \yev  cent  on  capital  go  Into  the  Public  Treasury. 

With  respect  to  licenses  for  structures  in  navigable  rivers  the  report  takes^ 
the  position  that  charges  to  be  paid  to  the  Federal  Government  should  not 
exceed  fees  sufl[lclent  to  cover  the  actual  expenses  of  the  Government,  pre=^ 
samably  In  maintaining  Inspection,  in  providing  headwater  improvements,  etc. 
It  is  sometimes  urged,  on  the  other  hand,  that  charges  here,  too,  should  be 
upon  a  basis  of  compensation  for  a  special  privilege,  or  at  least  upon  a  basl» 
which  will  provide  funds  to  Improve  navigation,  and  not  upon  the  much  lower 
basis  of  fees.  From  this  point  of  view  it  is  maintalneil  that  the  Federal 
Government  has  authority  to  exact  compensation  with  respect  to  water  powers 
on  navigable  streams.  It  Is  admitted,  from  this  point  of  view,  that  the  owner- 
alilp  of  the  soil  in  the  bottom  of  the  stream  Is  in  the  States  or  under  theip 
c»ontrol,  that  riparian  rights  of  adjacent  lands  are  a  matter  of  State  law,  and 
tliat  the  Jurisdiction  of  the  Federal  Government  arises  solely  from  the  "  com- 
merce clause  "  of  the  Constitution,  through  the  statements  of  which  regarding 
Federal  regulation  of  interstate  and  foreign  commerce  the  Federal  Government 
gets  Its  power  to  maintain  and  Improve  the  navigability  of  rivers  which  may 
bear  interstate  or  foreign  commerce.  At  the  same  time  it  Is  contended  that, 
flinch  the  Federal  Government  may  erect  structures  to  Improve  navigation, 
may  utillsse  the  water  power  which  Is  made  available,  and  may  sell  the  hydro- 
electric energy  that  results  on  terms  that  will  Include  a  profit  (the  Chandler- 
imnbar  case  Involving  waters  at  the  Soo  and  decided  by  the  Supreme  Court  In 
1913),  the  Government  can  likewise  authorize  a  private  person  to  build  the 
Htrnctures,  utilize  the  power,  and  sell  It,  and  can  make  a  charge  upon  him  as^ 
compensation  for  the  privilege  he  enjoys  through  Its  action. 

In  this  connection,  possibly,  a  distinction  In  the  rate  of  charge  should  he* 
made  between  a  development  which  is  to  serve  a  particular  industry,  such  as  .-i 
mine  or  smelter,  and  a  development  which  Is  to  provide  power  which  will  Ih» 
offeretl  for  sale  generally  to  industries  and  the  public. 

IV.  Against  the  principle  of  the  re<*ommendatlon  of  the  report  that,  if  publie 
lands  form  only  a  small  and  Incidental  part  of  a  development,  a  ll«  c  seo  should 
be  entitled  to  acquire  a  right  to  use  them  In  return  for  fair  compiMisation.  ob- 
jection may  not  be  raised.  A  dlfllculty  may  arise,  however,  witli  respect  t<» 
the  compensation  which  will  be  fair. 

There  may  be  another  consideration.  Where  a  small  piece  of  public  land 
will  be  fiowled,  or  a  small  piece  of  public  land  may  have  to  be  crossed  by  a 
rondult  through  which  water  is  dropped  from  an  elevation  to  the  power  plant, 
probably  no  Important  questions  will  arise,  provided  the  land  is  not  so  sltuntecl 
its  to  have  si)e<*ial  advantage  for  another  possible  development  or  some  other 
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pur{K).se  beneficial  to  the  public.  The  possible  conflict  of  uses  is  illustrated  in 
some  cases  whei-e  railways  are  said  to  have  so  located  their  ripht  of  way  as  to 
preclude  the  practicable  development  of.  a  valuable  power  site. 

V.  The  standards  which  are  to  determine  the  compensation  received  by  a 
licensee  at  the  end  of  his  term,  in  the  event  the  Government  takes  the  property 
or  allows  a  new  licensee  to  take  it  over,  would  be  left  by  the  report  to  future 
determination  in  the  courts.  To  this  recommendation  some  objection  might  be 
made  lK>tli  on  behalf  of  investors  and  in  the  interest  of  the  public.  Investors 
might  prefer  to  have  uome  indication  of  these  standards  before  they  put  their 
money  Into  an  enterprise  and  from  an  opposing  point  of  view  the  public  might 
also  desire  to  have  such  an  indication.  Moreover,  it  may  be  said  that  grant 
of  rights  to  develop  a  water  power  involves,  not  only  conservation  of  a  natural 
resource  through  its  use  and  retention  of  a  future  right  to  regain  the  complete 
control  of  the  water  i)ower  In  the  interest  of  the  public,  but  also  a  contract 
for  the  grant  of  a  franchise,  in  which  contract  both  grantee  and  the  public 
may  wish  some  terms  to  be  definite.  For  example,  it  is  sometimes  said  that 
•express  provisions  should  place  beyond  a  doubt  that  fair  value  Is. not  to  include 
any  compensation  for  the  value  of  the  use  of  lands,  etc.,  which  is  acquired 
from  the  Government. 

VI.  The  recommendation  that  at  the  end  of  a  license  i)eriod  the  Government 
should  agree  with  the  licensee  as  to  the  terms  of  a  new  license,  in  the  event 
it  does  not  "recapture"  or  continue  the  license  under  the  original  terms,  i.s 
intended  to  prevent  a  situation  which  might  result  in  an  original  licensee  hav- 
ing a  new  license  with  new  conditions  forced  upon  him  without  his  consent 
Thus,  if  a  licensee  should  be  required  by  law  to  make  application  for  a  new 
license  before  his  original  license  expired,  and  the  law  provided  that  the  ad- 
ministrative authority  of  the  Government  might  issue  to  him  a  new  license 
with  new  terms  and  conditions,  he  might  find  himself  burdened  beyond  his 
expectations. 

A  possible  objection  to  the  recommendation  might  be  that  no  one  can  fore- 
see the  situation  at  the  end  of  50  years,  that  conditions  might  then  make  it 
undesirable  or  impossible  tor  the  Government  to  "recapture"  for  itself  or  a 
new  licensee,  and  at  the  same  time  it  might  be  desirable  to  have  a  continuance 
of  the  license  but  upon  new  conditions.  Under  such  circumstances  it  mi^ht 
be  disadvantageous  in  the  public  interest  to  h^ve  the  licensee  in  a  position 
such  that  by  refusing  his  assent  to  new  conditions  he  could  in  effect  compel 
continuance  of  t^e  original  license.  If  he  were  not  In  such  a  position  he 
would  presumably  suffer  no  detriment  since,  if  the  conditions  of  the  new  license 
issued  to  him  were  In  fact  prejudicial  to  him,  he  could  have  recourse  to  the 
courts,  which  would  prevent  a  taking  of  private  property  for  public  use  with- 
out Just  compensation. 

VII.  In  effect  the  recommendation  would  seem  to  mean  that  Federal  au- 
thority should  not  regulate  Intrastate  rates  and  service,  or  Issuance  of  securi- 
ties, even  when  the  State  In  question  has  not  undertaken  regulation.  If  a 
development  is  upon  public  lands  and  delivers  electric  energy  only  in  the  State 
there  might  be  doubt  regarding  the  power  of  the  Federal  Government  to  rega- 
late  rates  and  service;  regulation  by  Federal  authority  would  apparently  arise 
only  from  the  proprietary  interest  of  the  Federal  Government  as  lessor. 
Regulation  of  the  rates  and  service  of  a  public  utility,  however,  is  a  govern- 
mental function  and  consequently,  when  Interstate  and  foreign  commerce  are 
not  concerned,  would  seem  to  lie  only  in  the  power  of  the  State.  In  other 
words,  Federal  regulations  under  the  circumstances  in  question  might  be  con- 
sidered an  extension  of  Federal  jurisdiction  not  contemplated  by  the  Consti- 
tution. 

Similar  considerations  might  be  brought  forward  In  opposition  to  Federal 
regulation  of  the  issue  of  securities,  when  a  development  offers  service  only 
intrastate.  Moreover,  in  some  instances,  where  a  State  has  affirmatively  de- 
cided not  to  regulate  Issue  of  securities,  Federal  regulation  would  be  directlv 
in  conflict  with  State  policy. 

Considerations  of  a  like  character  affect  the  question  of  Federal  regulation 
of  rates,  service,  or  issue  of  securities  by  a  corporation  which  obtains  licens** 
to  place  structures  in  a  navigable  stream,  with  the  further  circumstance  that 
here  the  Feclerai  Government  has  no  proprietary  interest  but  only  power  to 
Improve  and  regulate  navigation. 

From  this  point  of  view,  regarding  both  water-power  sites  on  the  public  do- 
main and  structures  place<l  in  navigable  streams,  the  authority  given  by  thf* 
Constitution  to  Congress  to  exercise  exclusive  legislation  over  all  places^  pur- 
chased by  the  consent  of  the  States  in  which  located  for  the  erection  of  forts. 
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magazines,  araenuls,  dockyards  and  other  needful  buildings  can  not  be  extended 
•even  in  part  to  lands  or  structures  as  to  which  the  States  have  not  given  their 
consent  and  which  are  not  used  for  the  purposes  that  are  enumerated  in  the 
Constitution. 

In  opposition  to  the  arguments  outlined  above  it  has  been  said  that  an  in- 
<iividual  who  leases  land  can  bind  his  tenant  to  submit  to  the  lessor's  regulation 
of  rates  so  long  as  there  is  no  cxinfllct  with  State  law  and  authority,  and  that 
similarly  the  Federal  Government  In  leasing  public  lands,  or  as  a  condition  to 
its  consent  for  structures  in  navigable  rivers,  can  bind  the  grantee  to  abide  by 
Its  regulation  of  rates,  service,  and  issuance  of  securities  until  such  time  as 
the  State  undertakes  regulation,  and  that  in  doing  this  the  Federal  Govern- 
ment would  be  exercising  only  proprietary  rights.  That  the  Federal  Govern- 
ment should  do  this,  it  is  asserted  from  this  point  of  view,  is  necessary  as  a 
matter  of  policy,  since  it  should  insist  that  its  grantees  of  rights  connected 
with  water  powers  should  at  all  times  be  subject  to  regulation  in  the  respects 
which  are  in  question.  At  any  time  regulation  by  the  Federal  Government 
became  objectionable  to  a  State  it  could  be  ended  through  the  State  itself 
-undertaking  regulation. 

It  is  also  urged  that  as  many  developments  will  supply  electric  energy  only 
to  a  particular  industry,  like  a  pulp  mill  or  a  nitrate  works,  and  will  not  offer 
to  serve  the  public  generally,  they  will  not  at  any  time  be  subject  to  State  regu- 
lation of  public  utilities  and  will  be  unregulated  unless  they  are  by  contract 
made  subject  to  Federal  regulation. 

VIII.  The  report  takes  the  ground  that  there  should  be  no  preference  among 
applicants  which  amounts  to  the  granting  at  the  expense  of  the  Federal  Gov- 
ernment of  a  subsidy  creating  unequal  competition  in  the  same  market  With 
reference  to  this  recommendation  it  may  be  argued  that,  with  the  principle 
granted  that  the  terms  of  no  grant  should  be  such  as  to  give  unfair  advantage 
as  against  other  grantees  offering  power  in  the  same  market,  the  law  should 
not  tend  to  place  the  first  grantee  In  a  particular  territory  in  such  a  position 
that  other  sites  from  which  power  might  be  offered  in  the  same  market  could 
not  be  developed,  or  give  it  any  advantage  other  than  the  benefit  derived  from 
its  own  energy  and  ability  in  developing  and  serving  the  .market 

The  Chairman.  Now,  gentlemen,  it  has  been  understood  by  unani- 
mous consent  that  we  will  have  another  day  for  a  hearing,  that  cwi 
not  now  be  determined,  for  the  purpose  of  hearing  Mr.  Bowen,  Sir 
Adam  Beck,  and  two  or  three  Members  of  Congress ;  after  which  the 
only  other  persons  to  be  heard  are  the  two  Secretaries  that  have  not 
been  heard;  also  Mr.  Bulklev  and  Mr.  Merrill.  Now  is  that  the 
understanding  of  the  committee?  Is  there  any  objection  to  that 
being  the  general  order  of  business? 

(There  was  no  objection.) 

Mr.  EscH.  Mr.  Chairman,  I  wish  to  call  the  attention  of  the  com- 
mittee to  the  resolution  which  created  this  special  water-powder  com- 
mittee. It  specifically  exempts  boundary  waters  from  our  jurisdic- 
tion. 

(Whereupon,  at  5.50  o'clock  p.  m.,  the  committee  adjourned  to 
meet  at  the  call  of  the  chairman.) 


COMMHTEE  ON  WaTBR  PoWER, 

House  of  Representatives, 

Thursday,  April  i,  1918. 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Thetus  W.  Sims 
(chairman)  presiding. 

The  Chairman.  The  committee  will  please  come  to  order.  Mr. 
Bowen,  you  may  proceed. 

Mr.  Escn.  Before  Mr.  Bowen  proceeds  I  would  like  to  have  made 
part  of  the  record  a  letter  which  was  addressed  to  me  by  Mr.  Pierce, 
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giving  in  substance  a  portion  of  a  letter  written  to  him  by  Hon. 
Johh  H.  Roomer,  of  Chicago,  formerly  chairman  of  our  State  rail- 
road commission,  with  reference  to  wat^r  development  in  our  State 
under  the  Wisconsin  law. 

The  Chairman.  Without  objection  it  will  be  made  part  of  the 
record. 

The  letter  referred  to  follows : 

Wahhinoton,   n.  (/.,  .4;>fff  2,   19 1 H. 
Hon.  John  J.  Esch, 

House  of  RcpreficntatirvH,  Washintfttm,  />.  C. 

My  Deab  Mft.  Ebcii  :  I)nriii«  the  it^'pnt  bearings  upon  the  water-power  biU, 
before  the  House  committee,  you  will  remember  that  you  asked  me  If  I  was 
familiar  with  the  Wisconsin  water-power  law,  and  that  I  replied  that  I  was  not. 

I  quote  from  a  letter  just  receiveil  from  Hon.  John  H.  Roemer,  of  Chlcajjo, 
who  was  formerly  chairman  of  the  Wisconsin  Public- Service  Commission,  and 
to  whom  I  wrote  for  information  relating  to  the  above-named  subject : 

"The  SO-year  permit  issued  by  the  State  of  Wisconsin  to  the  Wisconsin- 
Minnesota  Light  &  Power  Co.,  giving  permission  to  construct  a  power  derelon- 
ment  In  the  Chippewa  River  was  merely  Incidental  to  other  large  developments 
Which  had  been  made  by  the  company.  Before  making  this  development,  the 
company  entered  Into  a  contract  with  the  Northern  States  Power  Co.,  by  which 
the  latter  company  will  take  practically  all  the  current  produced  at  this  devel- 
opment. I  do  not  believe  that  that  project,  although  Incidental  to  the  other 
developments  of  the  company,  could  have  been  financed  except  for  the  con- 
tract made  with  the  Northern  States  Power  Co.  Before  making  any  develop 
inent,  the  contract  was  made  with  the  Northern  States  Power  Co.,  and  that 
contract  was  the  means  of  financing  this  particular  development.  I  am  inclos- 
ing the  Wisconsin  law  and  also  the  decision  of  the  commission  granting  the 
Wisconsin-Minnesota  Light  &  Power  Co.,  the  franchise  In  question.  You  will 
observe  on  bottom  of  page  5  and  on  page  6  the  provision  of  the  Wisconsin  law 
relating  to  recapture.  Under  the  W'isconsin  law,  as  you  will  see  by  the  deci- 
sion of  the  commission,  the  comi>any  not  only  gets  the  reproduction  value  of  it.** 
physical  property,  but  also  intangible  values,  etc.,  when  the  State  or  munici- 
pality attempts  to  acquire  the  property  after  30  years.*' 

My  reading  of  the  copy  of  the  Wisconsin  water-power  law  sent  me  by  Mr. 
Roemer  would  indicate  that  Wisconsin  issues  30-year  permits  for  power  devel- 
opment. Indeterminate  after  that  period  and  with  the  privilege  to  the  State  to 
acquire  the  property  after  30  years  by  paying  just  compensation  therefor :  l.  e.. 
if  the  State  or  municipality  takes  over  the  property,  they  pay  not  only  the 
reproduction  value,  but  in  addition  thereto  the  going  value  of  the  dam  site, 
flowage  rights  and  all  other  property. 

I  thought  that  you  might  perhaps  desire  to  have  the  information  cxintaineil 
in  this  letter  incorporated  In  the  hearings. 
Yours,  very  respectfully, 

H.  J.  PnarcK. 

The  Chairman.  Proceed,  Mr.  Boweii. 

STATEMENT  OF  ME.  MILtABD  F.  BOWEN,  WASHINOTON,  D.  C. 

Mr.  BowEN.  Mr.  Chairman  and  members  of  the  committee,  there 
is  one  point  that  seems  to  be  of  tremendous  importance,  that  has 
scarcely  been  touched  upon  at  all  in  this  bill,  and  not  at  all  in  any 
other  hearings.  The  treaty  with  Canada,  which  is  the  supreme  law 
of  the  land,  sets  forth  that  neither  country  shall  be  allowed  to  pollute 
the  waters  of  the  other  country,  and  the  whole  subject  of  stopping 
the  pollution  of  international  waters  is  so  tersely  told  in  the  few 
references  in  the  treaty  with  Canada  that  I  will  read  the  following  ex- 
tracts from  the  treaty.    In  article  4  of  the  treaty  with  Great  Brit- 
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aiu  in  r^ard  to  the  boundary  waters  between  this  country  and 
Ciliutda,  the  last  clause  o|  article  4  states : 

It  is  further  agreed  that  the  waters  herein  defined  as  boundary  waters  and 
waters  flowing  across  the  boundary  shall  not  be  polluted  on  either  side  to  the 
injury  of  health  or  property  on  the  other. 

And  in  order  to  carry  out  that  provision  of  the  treaty  it  further 
states  that  in  reference  to  Niagara  Kiver,  article  5,  the  last  clause: 

The  prohibitions  of  this  article,  llmitlnjr  tlie  amount  of  water  to  be  used 
for  power  [to  be  diverted  from  Niagara  River  for  power]  the  prohibitions  of 
this  article  shall  not  apply  to  the  diversion  of  water  for  sanitary  or  domestic 
purposes,  or  for  the  service  of  canals  for  the  purposes  of  navigation. 

Thereby  allowing  additional  diversion  for  both  sanitation,  do- 
mestic purposes,  and  navigation. 

Then,  in  order  to  make  the  meaning  of  the  contracting  powers 
clear  and  plain  in  regard  to  the  use  of  these  diverted  waters,  article 
8  flays: 

The  following  order  of  precedence  shall  be  observed  among  the  various  uses 
^enumerated  hereinafter  for  these  waters,  and  no  use  shall  be  permitted  which 
tends  materially  to  couflct  with  or  restrain  any  other  use  which  is  given  pref- 
<»rence  over  it  In  this  order  of  precedence : 

First  uses  for  domestic  and  sanitary  purposes. 

Second,  uses  for  naAigntion,  including  the  service  of  canals  for  the  jmrposes 
of  naTlgation. 

Third,  uses  for  power  and  irrigation  purposes. 

Thereby  putting  at  the  head  of  all  uses  of  these  international 
waters  to  be  diverted,  sanitary  purposes,  the  stopping  of  pollution. 
I  think  that  this  bill  should  in  some  such  terse  language  as  is  in- 
<^Iuded  in  this  treaty  include  that  feature  of  the  use  of  not  only  in- 
ternational waters  but  all  waters  throughout  the  country.  The  time 
has  come  when  we  must  take  notice  of  that,  as  the  supreme  law  of  the 
land  has  already  taken  notice  of  it,  and  make  it  a  special  feature, 
and  not  simply  say,  as  in  the  two  references  on  page  15  of  the  draft 
of  the  bill  under  consideration,  the  only  reference  to  health  being  in 
subdivisions  B  and  C,  wherein  it  says : 

That  except  when  emergency  shall  require  for  the  protection  of  navigation^ 
life,  health,  or  property,  no  substant'al  alteration  or  addition  not  In  con- 
fornrfty  with  the  approved  plans  shall  be  made  to  any  dam  or  other  project 
works  constructed  hereunder. 

Then  further  on  it  speaks  of  health  in  the  same  relation,  but  there 
is  nothing,  not  a  word  in  the  whole  bill,  that  will  enforce  that  idea 
of  stopping  the  pollution  of  our  waters,  and  this  of  all  times  I  think 
is  the  proj)er  time  to  bring  that  forward  as  a  policy  of  the  Govern- 
ment relating  to  the  whole  of  the  country,  and  not  confined  simply 
to  the  international  waters. 

Mr.  Parker.  Will  you  give  the  dat^  of  that  Canadian  treaty  ? 

Mr.  BowEN.  1909.    Here  is  a  copy  of  it. 

Mr.  Escn.  Mr.  Bowen,  doesn't  the  joint  commission  between  the 
United  States  and  Canada,  of  which  ex-Senator  Gardner,  of  Maine, 
and  ex-Congressman  Tawney,  of  Minnesota,  are  the  American  mem- 
bers, have  jurisdiction  of  the  pollution  of  all  boundary  waters,  and 
have  they  not  made  a  very  thorough  investigation  of  the  whole  sub- 
jpct.  especiallj'  as  it  pertains  to  the  Great  Lakes? 
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.  Mr.  BowBN.  Yes,  but  they  have  no  power.  That  is  one  of  the 
troubles  with  all  these  commissions,  they  have  no  power.  All  they 
can  do  is  to  recommend ;  and  my  own  city,  Buffalo,  is  thwarting  atl 
their  efforts  in  trying  to  get  a  plan  adopted  for  stopping  pollution^ 
and  so  without  power  such  a  commission  is  limited  in  its  usefulness. 

The  Chairman.  You  think  the  present  bill  ought  to  be  amended 
so  as  to  give  the  commission  jurisdiction  over  questions  of  pollution? 

Mr.  Bo  WEN.  I  think  so,  undoubtedly,  that  now  is  the  time  to  en- 
force such  a  rule. 

Mr.  Parker.  And  that  they  should  be  given  power  to  enforce  their 
rules  ? 

Mr.  Bo  WEN.  Yes,  power  by  all  means. 

The  Chairman.  Have  you 'drafted  a  suggested  amendment? 

Mr.  BowEN.  The  terse  terms  of  the  treaty  are  so  thoroughly  anti 
leading  that  there  is  no  need  of  drafting  anything  better  than  that. 

Mr.  Farker.  Do  you  think  that  to  incorporate  tne  language  of  the 
treaty  would  absolutely  prevent  pollution? 

Mr.  Bowen.  Absolutely,  yes,  sir. 

Mr.  Parker.  But  you  say  that  this  bill  does  not  give  them  that 
power? 

Mr.  Bowen.  No,  sir. 

Mr.  Stephens.  To  whom  do  you  want  to  give  that  power,  tiiis 
international  boundary  commission? 

Mr.  Bowen.  No,  to  the  commission  provided  for  in  this  bill.  This 
committee  ought  to  be  all-embracing.  I  have  been  trying  for  10 
years  to  get  a  full  hearing  on  this  wnole  question,  and  it  is  impos- 
sible with  any  commission  or  committee  that  I  have  heretofore  ap- 
peared before  to  get  consideration  of  these  vastly  important  things, 
with  power  behind  them  to  act;  and  I  feel  very  strongly  that  this 
committee  is,  of  all  committees  that  have  ever  been  formed  by  Con- 
gress, the  one  committee  that  ought  to  have  jurisdiction  of  all 
waters,  and  not  divided  up  among  other  committees. 

Mr.  Hamilton.  Hasn't  that  boundary  commission  referred  to  by 
Mr.  Esch  been  conducting  extensive  hearings  on  this  subject  of  pol- 
lution of  international  boundary  waters? 

Mr.  Bowen.  Why,  yes ;  for  years. 

Mr.  Hamilton.  Has  it  made  any  ri^commendations? 

Mr.  Bowen.  Not  officially.  I  believe  that  on  Tuesday  they  were 
to  have  a  further  meeting,  and  a  further  meeting  will  come  after 
that,  and  so  on  ad  infinitum. 

Mr.  Hamilton.  And  they  will  continue  to  have  further  meetings? 

Mr.  Bowen.  Yes;  and  they  have  no  power  to  act  after  they  get 
through  with  all  their  meetings. 

Mr.  Candler.  The  terms  of  the  treaty  to  which  you  refer  do  not 
prescribe  any  penalty  for  violation. 

Mr.  Bowen.  Well,  I  would  say  put  that  in. 

Mr.  Candler.  You  want  some  penalties  put  in? 

Mr.  Bowen.  Let  it  be  put  in  in  each  particular  license  by  this 
commission. 

The  Chairman.  That  they  shall  protect  the  streams  fi'Om  pollu- 
tion in  connection  with  the  operation  of  their  works? 

Mr.  Bowen.  Yes,  sir. 
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The  Chairman.  I  do  not  know  myself — perhaps  you  do — as  to 
whether  establishing  these  hydroelectric  plants  on  the  streams  has 
any  tendency  to  pollution  or  anything  of  that  sort? 

Mr.  BowEN.  It  is  not  only  that;  it  is  the  pollution  from  sewers. 
Jt  is  pollution  from  every  source. 

The  Chairman.  But  within  themselves,  the  building  of  a  dam 
and  the  establishing  of  water  power  hydroelectric  plants  does  not 
of  itself  create  pollution,  does  it,  or  tend  to? 

Mr.  BowEN.  Not  to  any  appreciable  extent;  no.  But  each  com- 
pany ought  to  take  upon  itself  the  burden  of  keeping  those  streams 
pure,  just  as  in  the  case  that  I  have  particularly  in  my  own  manage- 
ment, the  Sanitary  Canal  Co.,  which  I  organized  in  1908  for 
this  particular  purpose — I  organized  it  with  that  first  and  foremost 
idea,  to  follow  the  success  of  tne  Chicago  drainage  canal  in  stopping 
typhoid  fever,  so  I  named  it  the  "  Erie  &  Ontario  Sanitary  Cfanal 
Co.,"  and  so  I  have  been  fighting  for  these  nearly  10  years  to 
bring  about  a  condition  there  on  the  frontier  where  our  drinking 
water  will  not  be  polluted  and  where  we  can  purify  all  of  the 
sewage  of  all  the  cities  of  the  Niagara  frontier  in  this  canal;  and 
every  company  that  gets  a  license  ought  to  be  willing  to  assume 
such  a  burden  to  keep  the  drinking  waters  of  our  country  pure. 

Mr.  Hamilton.  How  is  this  purifying  accomplished? 

Mr.  BowEN.  The  experts  have  various  plans  for  that. 

Mr.  Hamilton.  You  referred  to  the  Chicago  drainage  canal. 

Mr.  Bo  WEN.  That  is  not  sufficient.  The  Chicago  drainage  canal 
is  a  step  in  the  right  direction,  but  it  is  not  sufficient. 

Mr.  Hamilton.  I  was  wondering  whether  you  regard  it  as  suffi- 
cient. 

Mr.  BowEN.  By  no  means ;  no,  sir. 

Mr.  DoREMtrs.  Take  the  city  of  Detroit,  for  instance.  The  water 
supply  of  Detroit,  as  you  know,  is  drawn  from  the  Detroit  River  a 
short  distance  above  Belle  Isle.  Now  as  to  the  pollution  of  the  waters 
of  the  Detroit  River  from  the  towns  above  it,  do  you  think  that  juris- 
diction in  a  case  of  that  kind  should  be  vested  in  the  committee 
proposed  to  be  created  by  this  bill,  or  in  the  International  Joint 
Commission  to  which  Mr.  Esch  has  referred  ? 

Mr.  BowEN.  I  will  make  the  same  statement  again,  that  the  Inter- 
national Joint  Commission  has  no  power,  and  whether  this  power  is 
to  be  vested  in  them  or  not  is  a  question  that  both  Governments  would 
have  to  agree  upon. 

Mr.  DoREMus.  What  I  would  like  to  get  is  your  opinion  as  to  where 
that  power  should  rest,  whether  in  the  commission  that  has  already 
been  created,  the  International  Joint  Commission,  or  in  the  commis- 
sion that  is  proposed  to  be  created  here? 

Mr.  BowEN.  In  regard  to  the  particular  case  with  which  I  am  most 
familiar  it  should  rest  with  this  committee  and  the  commission  under 
which  the  committee  plans  will  be  carried  out;  and  that  will  be  all 
powerful  in  carrying  out  its  orders.  We  only  want  the  opportunity 
to  go  ahead  and  do  such  things  as  should  be  aone. 

Mr.  Stephens.  What  would  be  the  situation,  however,  if  on  the 
Canadian  side  a  city  should  dump  its  sewage  into  the  river,  and  our 
commission  prevented  it  on  this  side,  if  this  power  was  placed  in 
our  own  commission  rather  than  in  this  joint  commission  ? 
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Mr.  BowsN.  Well,  vou  will  find  that  that  condition  will  not  arise, 
because  Canada  has  better  laws  than  we  have,  and  they  carry  out 
their  laws,  too,  and  the}'  will  not  allow  the  pollution  of  drinkiiig 
water.  And  whatever  we  do  we  will  do  among  ourselves  to  stop  our 
own,  and  we  can  rest  assured  that  they  will  stop  their  portion  with- 
out any  added  authority. 

On  that  same  subject  I  had  made  a  few  more  notes.  I  will  show 
you  that  my  convictions  are  well  founded,  as  the  supreme  law  of 
the  land  in  the  shape  of  our  treaty  with  Great  Britain  relating  to 
boundary  waters  urges  and  compels  in  very  simple  language  the 
:stoppage  of  pollution  of  waters  as  a  paramount  duty  of  both  (Jov- 
ernments.  The  limit  of  diversion  from  Niagara  River  is  removed 
in  the  ease  of  its  use  for  sanitary  and  navigation  purposes.  We 
would  purify  the  waters  of  the  canal  after  we  turned  aU  of  the  riv- 
ers and  sewers  into  it.  First  of  all,  we  will  have  a  tremendous  dilu- 
tion far  beyond  what  sanitarians  say  is  necessary  alone  to  bring  about 
purification.  The  dilution  that  we  ask  for,  26,000  cubic  feet  per 
second,  is  many  times  more  tlian  needed  for  dilution.  Ten  cubic  feet 
per  second  for  each  1,000  inhabitants  is  the  rule,  the  highest  propor- 
tion that  sanitarians  say  is  necessary.  But  that  would  amount, 
counting  the  inhabitants  of  the  Niagara  frontier  as  600,000,  to  only 
6,000  cubic  feet,  but  wo  will  be  using  for  dilution  and  power  and  nav- 
igation 26,000  cubic  feet.  But  tliat  will  not  l>e  the  first  purification. 
We  will  begin  by  fine  screening,  a  quarter-inch  mesh  or  less,  which  will 
take  out  from  the  sewere  before  they  empty  into  this  canal,  tlie  worst 
of  the  solids;  and  then  following  the  dilution  and  aeration,  purifica- 
tion by  sunlight,  we  will  put  into  the  water  such  an  amount  of  chlo- 
rine and  other  such  purifying  agents  as  any  stated  body  may  order 
us  to  do  in  order  to  deliver  this  water  into  Liake  Ontario  in  a  purified 
condition.  But  there  are  so  many  natural  methods  of  purification 
where  the  volume  of  water  is  so  great,  that  very  little  of  such  chemi- 
cals as  chlorine  will  be  necessary,  we  think. 

The  Chaikman.  Would  the  treaty  interfere  in  any  way  with  vest- 
ing this  power  in  this  commission  ? 

Mr.  BowEN.  The  treaty  expressly  reserves  to  the  United  States 
the  right  to  deal  with  this  matter;  each  country  will  carry  out  the 
terms  of  the  treaty  by  suitable  legislation  and  regulations. 

The  (Chairman!  What  I  meant,  in  the  vesting  of  authority  y<iB 
would  not  vest  authority  where  the  treaty  would  prevent  its  being 
vested  ?    I  haven't  read  the  treaty  nor  studied  it. 

Mr.  BowEN.  Each  country  will  carry  out  their  own  rules. 

The  Chairman.  And  there  wouldn't  be  any  conflict  then  on  the 
w?ay  that  was  to  be  done  ? 

Mr.  BowEN.  The  foremost  sanitarians  in  the  world  indorse  the  uae 
of  w^ater  for  the  dilution  of  sewage,  and  the  writers  cited  in  Metcalf 
aind  Eddy's  Volume  III  on  this  subject  gives  as  a  safe  rule  the  use 
of  10  cubic  feet  per  second  for  each  1,000  population.  Such  promi- 
nent sanitarians  as  Gen.  Gorgas,  Dr.  Wiley,  Prof.  Chaney  and 
Frederick  H.  Newoll,  all  Government  men  past  or  present,  have  gone 
on  record  in  support  of  purification  by  dilution,  when  followed  by 
the  use  of  other  means  to  complete  the  process.  Congress  has  recog- 
nized sanitation  by  including  in  the  resolution  passed  last  Jane 
appropriating  $25,000  for  a  special  examination,  and  this  examina- 
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tion  is  still  in  progress.  Some  specialists  contend  that  an  amount 
of  effluent  from  sewage  treatment  oeds  that  is  not  sufficient  to  poison 
us  will  do  no  harm.  But  why  let  any  sewage  at  all  in  the  drinking 
water  when  it  is  possible  to  keep  it  out?  What  is  a  safe  does  of 
sewage?  Who  can  tell?  Pure  water  and  pure  air  are  cheap,  but  the 
Devil  shudders  at  the  terrible  smell  of  fresh  air,  and  sanitarians 
should  shudder  at  any  sewage  in  drinking  water. 

The  Chaikman.  Will  you  draft  provisions  to  cover  the  subject? 

Mr.  BowEN.  I  will  endeavor  to  do  so,  following  the  treaty.  I  sug- 
gest that  after  line  4,  page  11  of  the  bill,  the  following  subsection 
be  added : 

(h)  To  order  that  no  crMimion  carrier  oiierating  vessels,  or  other  person 
4>r  c<>rp4>raHoii  or  inunioipality  shall  dlscharjre  sewage  or  other  noxious  mate- 
rial into  the  navigable  waters  of  the  Tnlted  States,  so  as  to  harmfully  pollute 
water  supplies  of  cities,  of  towns,  or  of  other  vessels,  persons  or  corpora- 
tions; and  to  enforce  regulations  of  the  Secretary  of  the  Treasury  regarding 
IK)llutlon  in  so  far  as  practicable  under  the  provisions  and  penalties  of  sec- 
tions 25  and  26  of  this  act.  So  far  as  practicable,  the  cost  and  burden  of  stop- 
ping the  pollution  of  such  navigable  waters  shall  be  borne  by  licensees  of 
wateriK)wers  under  this  act.  The  following  order  of  precedence  shall  be  ob- 
served among  the  various  uses  enumerated  for  navigable  waters,  and  no  use 
shall  be  permitted  which  tends  materially  to  conflict  with  or  restrain  any 
other  use  which  Is  given  preference  <»ver  it  in  this  order  of  precedence : 

1.  Uses  for  domestic  and  sanitary  purposes. 

2.  Uses  for  navigation,  including  the  service  of  canals  for  the  purposes  of 
navigaton. 

3.  Uses  for  power  and  Irrigation  purposes. 

Passing  to  the  second  point  that  I  make  in  regai'd  to  this  bill,  sec- 
tion 20,  page  27,  line  14,  speaks  of  regulating  the  issuance  of  securi- 
ties by  tlie  licensee.  Whatever  the  law  may  be,  it  has  always  been 
our  intention  to  provide  a  sinking  fund  to  protect  investors,  as  well 
as  ourselves.  We  do  not  believe  in  the  fallacy  that  refunding  should 
be  the  only  mean?s  for  payment  of  l)onds.  There  is  no  need  of  law 
on  the  subject.  Good  common  sense  dictates  strongly  enough.  At 
no  time  during  the  almost  ten  years  that  we  have  been  at  work  trying 
to  get  a  right  to  develop  this  enterprise  have  we  planned  otherwise 
than  to  make  our  bonds  nearly  equal  to  Government  bonds  in  se- 
curity, and  thereby  obtain  better  rates  of  interest.  The  rule  in  Buf- 
falo for  50-year  4  per  cent  bcmds  is  to  put  aside  $800.50  upon  each 
hundred  thousand  annually  in  a  sinking  fund,  and  in  that  propor- 
tion we  will  proceed.  It  can  not  be  reasomibly  said  that  this  line  of 
action  will  place  upon  our  customers  undue  burdens  to  provide  for 
future  generations.  There  should  not  be  a  great  disparity  between 
tlie  price  of  electric  power,  whether  generated  by  steam  or  water. 
Whore  the  saving  will  come  in  to  provide  the  means  to  put  money 
into  a  sinking  fund  is  the  extra  load  factor  in  our  case.  As  a  mat- 
ter of  efficient  management  it  is  incumbent  upon  us  to  use  the  water 
power  24  hours  a  day,  365  days  in  the  year.  This  can  readily  be 
<l<«ne  because  there  are  many  chemicals  and  other  product.s  that  can 
Im  made  with  the  surplus  power  when  other  users  are  sleeping.  The 
I'lirrent  can  be  used  automatically  and  intermittently.  In  the  plant 
in  which  our  genial  friend  Mr.  Pierce  made  his  first  fortune  in  Buf- 
falo I  have  searched  in  vain  at  times  for  workmen.  Almost  all  of 
till*  operations  are  automatic  in  the  I'educjng  of  wood  alcohol  to  its 
<onstitutent  parts.  So  it  will  not  be  a  hardship  upon  worjanw  to 
i-un  factories  at  nights  and  thus  conserve  the  value  stored  up  in  the 
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purpo.se  beneficial  to  the  public.  The  possible  conflict  of  uses  Is  illustrated  In 
some  cases  where  railways  are  said  to  have  so  located  their  right  of  way  as  to 
preclude  the  practicable  development  of.  a  valuable  power  site. 

V.  The  standards  which  are  to  determine  the  compensation  received  by  a 
licensee  at  the  end  of  his  term,  in  the  event  the  Government  takes  the  property 
or  allows  a  new  licensee  to  take  it  over,  would  be  left  by  the  report  to  future 
determination  in  the  courts.  To  this  recommendation  some  objection  might  be 
made  both  on  behalf  of  investors  and  in  the  interest  of  the  public.  Investors 
might  prefer  to  have  some  indication  of  these  standards  before  they  put  their 
money  into  an  enterprise  and  from  an  opposing  point  of  view  the  public  might 
also  desire  to  have  such  an  indication.  Moreover,  It  may  be  said  that  grant 
of  rights  to  develop  a  water  power  involves,  not  only  conservation  of  a  natural 
resource  through  Its  use  and  retention  of  a  future  right  to  regain  the  complete 
control  of  the  water  ix)wer  In  the  interest  of  the  public,  but  also  a  contract 
for  the  grant  of  a  franchise,  in  which  contract  both  grantee  and  the  public 
may  wish  some  terms  to  be  definite.  For  example,  it  is  sometimes  said  that 
^express  provisions  should  place  beyond  a  doubt  that  fair  value  is. not  to  include 
any  compensation  for  the  value  of  the  use  of  lands,  etc..  which  is  acquired 
from  the  Government. 

VI.  The  recommendation  that  at  the  end  of  a  license  ()eriod  the  Government 
should  agree  with  the  licensee  as  to  the  terms  of  a  new  license,  in  the  event 
it  does  not  "  recapture "  or  continue  the  license  under  the  original  terms.  Is 
intended  to  prevent  a  situation  which  might  result  in  an  original  licensee  hav- 
ing a  new  license  with  new  conditions  forced  upon  him  without  his  consent 
Thus,  if  a  licensee  should  be  required  by  law  to  make  application  for  a  new 
license  before  his  original  license  expired,  and  the  law  provided  that  the  ad- 
ministrative authority  of  the  Government  might  issue  to  him  a  new  license 
with  new  terms  and  conditions,  he  might  find  himself  burdened  beyond  his 
expectations. 

A  possible  objection  to  the  recommendation  might  be  that  no  one  can  fore- 
see the  situation  at  the  end  of  50  years,  that  conditions  might  then  make  it 
undesirable  or  impossible  tor  the  Government  to  "recapture"  for  Itself  or  a 
new  licensee,  and  at  the  same  time  it  might  be  desirable  to  have  a  continuance 
of  the  license  but  upon  new  conditions.  Under  such  circumstances  it  might 
be  disadvantageous  in  the  public  interest  to  h^ve  the  licensee  in  a  position 
such  that  by  refusing  his  assent  to  new  conditions  he  could  in  effect  compel 
<*ontinuance  of  the  original  license.  If  he  were  not  in  such  a  position  he 
would  presumably  suffer  no  detriment  since,  if  the  conditions  of  the  new  license 
issued  to  him  were  in  fact  prejudicial  to  him,  he  could  have  recourse  to  the 
courts,  which  would  prevent  a  taking  of  private  property  for  public  use  with- 
out Just  compensation. 

VII.  In  effect  the  recommendation  would  seem  to  mean  that  Federal  au- 
thority should  not  regulate  intrastate  rates  and  service,  or  Issuance  of  securi- 
ties, even  when  the  State  in  question  has  not  undertaken  regulation.  If  a 
development  is  upon  public  lands  and  delivers  electric  energy  only  in  the  State 
there  might  be  doubt  regarding  the  power  of  the  Federal  Government  to  regu- 
late rates  and  service;  regulation  by  Federal  authority  would  apparently  arise 
only  from  the  proprietary  interest  of  the  Federal  Government  as  lessor. 
Regulation  of  the  rates  and  service  of  a  public  utility,  however,  is  a  govern- 
mental function  and  consequently,  when  interstate  and  foreign  commerce  are 
not  concerned,  would  seem  to  He  only  in  the  power  of  the  State.  In  other 
words,  Federal  regulations  under  the  circumstances  in  question  might  be  con- 
sidered an  extension  of  Federal  jurisdiction  not  contemplated  by  the  Consti- 
tution. 

Similar  considerations  might  be  brought  forward  in  opposition  to  Federal 
regulation  of  the  issue  of  securities,  when  a  development  offers  service  only 
intrastate.  Moreover,  in  some  instances,  where  a  State  has  affirmatively  de- 
rided not  to  regulate  issue  of  securities,  Federal  regulation  would  be  directly 
in  conflict  with  State  policy. 

Considerations  of  a  like  character  affect  the  question  of  Federal  regulation 
of  rates,  service,  or  Issue  of  securities  by  a  corporation  which  obtains  license 
to  place  structures  In  a  navigable  stream,  with  the  further  circumstance  that 
here  the  B^ederal  Government  has  no  proprietary  interest  but  only  power  to 
improve  and  regulate  navigation. 

From  this  point  of  view,  regarding  both  water-power  sites  on  the  public  €lo- 
maln  and  structures  placeil  in  navigable  streams,  the  authority  given  hy  the 
Constitution  to  Congress  to  exercise  exclusive  legislation  over  all  places  pur- 
chased by  the  consent  of  the  States  in  which  located  for  the  erection  of  forta. 
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magazines,  arsenals,  dockyards  and  other  needful  buildings  can  not  be  extended 
€yen  In  part  to  lands  or  structures  as  to  which  the  States  have  not  given  their 
consent  and  which  are  not  used  for  the  purposes  that  are  enumerated  in  the 
(Constitution. 

In  opposition  to  the  arguments  outlined  above  it  has  been  said  that  an  In- 
dividual who  leases  land  can  bind  his  tenant  to  submit  to  the  lessor's  regulation 
of  rates  so  long  as  there  is  no  conflict  with  State  law  and  authority,  and  that 
similarly  the  Federal  Government  in  leasing  public  lands,  or  as  a  condition  to 
its  consent  for  structures  in  navigable  rivers,  can  bind  the  grantee  to  abide  by 
Its  regulation  of  rates,  service,  and  Issuance  of  securities  until  such  time  as 
the  State  undertakes  regulation,  and  that  in  doing  this  the  Federal  Govern- 
ment  would  be  exercising  only  proprietary  rights.  That  the  Federal  Govern- 
ment should  do  this,  it  is  asserted  from  this  point  of  view,  is  necessary  as  a 
matter  of  policy,  since  it  should  insist  that  its  grantees  of  rights  connected 
with  water  powers  should  at  all  times  be  subject  to  regulation  in  the  respects 
which  are  In  question.  At  any  time  regulation  by  the  Federal  Government 
became  objectionable  to  a  State  it  could  be  ended  through  the  State  itself 
undertaking  regulation. 

It  is  also  urged  that  as  many  developments  will  supply  electric  energy  only 
to  a  particular  Industry,  like  a  pulp  mill  or  a  nitrate  works,  and  will  not  offer 
to  serve  the  public  generally,  they  will  not  at  any  time  be  subject  to  State  regu- 
lation of  public  utilities  and  will  be  unregulated  unless  they  are  by  contract 
made  subject  to  Federal  regulation. 

VIII.  The  report  takes  the  ground  that  there  should  be  no  preference  among 
applicants  which  amounts  to  the  granting  at  the  expense  of  the  Federal  Gov- 
ernment of  a  subsidy  creating  unequal  competition  in  the  same  market  With 
reference  to  this  recommendation  it  may  be  argued  that,  with  the  principle 
granted  that  the  terms  of  no  grant  should  be  such  as  to  give  unfair  advantage 
as  against  other  grantees  offering  power  in  the  same  market,  the  law  should 
not  tend  to  place  the  first  grantee  in  a  particular  territory  in  such  a  position 
that  other  sites  from  which  power  might  be  offered  in  the  same  market  could 
not  be  developed,  or  give  it  any  advantage  other  than  the  benefit  derived  from 
its  own  energy  and  ability  in  developing  and  serving  the  .market 

The  Chairman.  Now,  gentlemen,  it  has  been  understood  by  unani- 
mous consent  that  we  will  have  another  day  for  a  hearing,  that  con 
not  now  be  determined,  for  the  purpose  of  hearing  Mr.  fiowen,  Sir 
Adam  Beck,  and  two  or  three  Members  of  Congress ;  after  which  the 
only  other  persons  to  be  heard  are  the  two  Secretaries  that  have  not 
been  heard;  also  Mr.  Bulklev  and  Mr.  Merrill.  Now  is  that  the 
understanding  of  the  committee?  Is  there  any  objection  to  that 
being  the  general  order  of  business? 

(There  was  no  objection.) 

Mr.  Escii.  Mr.  Chairman,  I  wish  to  call  the  attention  of  the  com- 
mittee to  the  resolution  which  created  this  special  water-power  com- 
mittee. It  specifically  exempts  boundary  waters  from  our  jurisdic- 
tion. 

(Whereupon,  at  5.50  o^clock  p.  m.,  the  committee  adjourned  to 
meet  at  the  call  of  the  chairman.) 


COMMriTEB  ON  WaTER  PoWER, 

House  op  Representatives, 

Thursday^  AprU  ^,  1918. 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Thetus  W.  Sims 
<  chairman)  presiding. 

The  Chairman.  The  committee  will  please  come  to  order.  Mr. 
Bowen.  you  may  proceed. 

Mr.  Escii.  Before  Mr.  Bowen  proceeds  I  would  like  to  have  made 
pai't  of  the  record  a  letter  w^hich  was  addressed  to  me  by  Mr.  Pierce, 
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giving  in  substance  a  portion  of  n  letter  written  to  him  by  Hon. 
John  H.  Roemer,  of  Chicago,  formerly  chairman  of  our  State  rail- 
road commission,  with  reference  to  water  development  in  our  State 
under  the  Wisconsin  law. 

The  Chairman.  Without  objection  it  will  be  made  part  of  the 
record. 

The  letter  referred  to  follows : 

\Vakuin(jton,  D,  C,   AtH'H  2,  19tH. 
Hon.  John  J.  Esch, 

House  vf  Repreffentativf'M,  Washinfftimt  I).  C. 

My  Deab  Mh.  Esch  :  DnrliiK  the  ii^cent  henriugs  upon  the  water-power  blU» 
before  the  House  committee,  you  will  remember  that  you  asked  me  If  I  was 
famUlar  with  the  Wisconsin  water-power  law,  and  that  I  replied  that  I  was  not. 

I  quote  from  a  letter  just  received  from  Hon.  John  H.  lloemer,  of  Chicago, 
who  was  formerly  chairman  of  the  Wisconsin  Public- Service  Commission,  and 
to  whom  I  wrote  for  information  relating  to  the  above-named  subject : 

"The  30-year  permit  issued  by  the  State  of  Wisconsin  to  the  Wisconsin- 
Minnesota  Light  &  Power  Co.,  giving  permission  to  construct  a  power  derelon- 
ment  in  the  Chippewa  River  was  merely  Incidental  to  other  large  development 
#hldi  had  been  made  by  the  company.  Before  making  this  development,  the 
company  entered  Into  a  contract  with  the  Northern  States  Power  Co.,  by  which 
the  latter  company  will  take  practically  all  the  current  produced  at  this  devel- 
opment. I  do  not  believe  that  that  proje*^^,  although  Incidental  to  the  other 
developments  of  the  company,  could  have  been  financed  except  for  the  con- 
tract made  with  the  Northern  States  Power  Co.  Before  making  any  develop- 
ment, the  contract  was  made  with  the  Northern  States  Power  Co.,  and  that 
contract  was  the  means  of  financing  this  particular  development.  I  am  Inclos- 
ing the  Wisconsin  law  and  also  the  decision  of  the  commission  granting  the 
Wisconsin-Minnesota  Light  &  Power  Co.,  the  franchise  In  question.  You  will 
observe  on  bottom  of  page  5  and  on  page  6  the  provision  of  the  Wisconsin  law 
relating  to  recapture.  Under  the  Wisconsin  law,  as  you  will  see  by  the  deci- 
sion of  the  commission,  the  comiiany  not  only  gets  the  reproduction  value  of  Its 
physical  property,  but  also  intangible  values,  etc.,  when  the  State  or  munici- 
pality attemi)ts  to  acquire  the  property  after  30  years.** 

My  reading  of  the  «>py  of  the  Wisconsin  water-power  law  sent  me  by  Mr. 
Roemer  would  Indicate  that  Wisconsin  Issues  30-year  permits  for  power  devel- 
opment, Indeterminate  after  that  period  and  with  the  privilege  to  the  State  to 
acquire  the  property  after  30  years  by  paying  just  compensation  therefor ;  I.  e., 
it  the  State  or  municipality  takes  over  the  property,  they  pay  not  only  the 
reproduction  value,  but  In  addition  thereto  the  going  value  of  the  dam  site, 
flowage  rights  and  all  other  property. 

I  thought  that  you  might  perhaps  desire  to  have  the  Information  ^^ntain^! 
In  this  letter  Incorporated  in  the  hearings. 
Yours,  very  respectfully, 

H.  J.  PrcRCK. 

The  Chairman.  Proceed,  Mr.  Bowen. 

STATEMENT  OF  lOt.  MILLABD  F.  BOWEN,  WASHINGTON,  D.  C. 

Mr.  Bowen.  Mr.  Chairman  and  members  of  the  committee,  there 
is  one  point  that  seems  to  be  of  tremendous  importance,  that  has 
scarcely  been  touched  upon  at  all  in  this  bill,  and  not  at  all  in  any 
other  nearings.  The  treaty  with  Canada,  which  is  the  supreme  law 
of  the  land,  sets  forth  that  neither  country  shall  be  allowed  to  pollute 
the  waters  of  the  other  country,  and  the  whole  subject  of  stopping 
the  pollution  of  international  waters  is  so  tersely  told  in  the  few 
references  in  the  treaty  with  Canada  that  I  will  read  the  following  ex- 
tracts from  the  treaty.    In  article  4  of  the  treaty  with  Great  Brit- 
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fiiu  in  regard  to  the  boundary  waters  between  this  country  and 
Caoada,  the  last  clause  o|  article  4  states : 

It  is  further  agreed  thnt  the  waters  herein  defined  as  boundary  waters  and 
waters  flowing?  across  the  boundary  shall  not  be  polluted  on  either  side  to  the 
injury  of  health  or  property  on  the  other. 

And  in  order  to  carry  out  that  provision  of  the  treaty  it  further 
states  that  in  reference  to  Niagara  Kiver,  article  5,  the  last  clause : 

The  prohibitions  of  this  article,  limiting  Uu*  amount  of  water  to  be  used 
for  power  [to  be  diverted  from  Niagara  River  for  power]  the  prohibitions  of 
this  article  shall  not  apply  to  the  diversion  of  water  for  sanitary  or  domestic 
purposes,  or  for  the  service  of  canals  for  the  purposes  of  navigation. 

Thereby  allowing  additional  diversion  for  both  sanitation,  do- 
mestic purposes,  ani  navigation. 

Then,  in  order  to  make  the  meaning  of  the  contracting  powers 
clear  and  plain  in  regard  to  the  use  of  these  diverted  waters,  article 
8  says: 

The  following  order  of  precedence  shall  be  observed  among  the  various  uses 
enumerated  hereinafter  for  these  vvjiters.  and  no  use  shall  be  permitted  wljich 
tends  materially  to  tronflct  with  or  restrain  any  other  use  wiilch  is  given  pref- 
erence over  it  in  this  order  of  precedence : 

First,  uses  for  domestic  and  sanitary  purposes. 

Second,  uses  for  navigation,  including  the  service  of  canals  for  the  imrposea 
of  naylgntlon. 

Third,  uses  for  power  and  irrigation  purposes. 

Thereby  putting  at  the  head  of  all  uses  of  these  international 
waters  to  be  diverted,  sanitary  purposes,  the  stopping  of  pollution. 
I  think  that  this  bill  should  in  some  such  terse  language  as  is  in- 
cluded in  this  treaty  include  that  feature  of  the  use  of  not  only  in- 
ternational waters  but  all  waters  throughout  the  country.  The  time 
has  come  when  we  must  take  notice  of  that,  as  the  supreme  law  of  the 
land  has  already  taken  notice  of  it,  and  make  it  a  special  feature, 
and  not  simply  say,  as  in  the  two  references  on  page  15  of  the  draft 
of  the  bill  under  consideration,  the  only  reference  to  health  being  in 
subdivisions  B  and  C,  wherein  it  says : 

That  except  when  emergency  shall  require  for  the  protection  of  navigation, 
life,  health,  or  property,  no  substantial  alteration  or  addition  not  in  con- 
formify  with  the  approved  plans  shall  be  made  to  any  dam  or  other  project 
works  constructed  hereunder. 

Then  further  on  it  speaks  of  health  in  the  same  relation,  but  there 
is  nothing,  not  a  word  in  the  whole  bill,  that  will  enforce  that  idee 
of  stopping  the  pollution  of  our  waters,  and  this  of  all  times  I  think 
is  the  proper  time  to  bring  that  forward  as  a  policy  of  the  Govern- 
ment relating  to  the  whole  of  the  country,  and  not  confined  simply 
to  the  international  waters. 

Mr.  Parker.  Will  you  give  the  date  of  that  Canadian  treaty? 

Mr.  BowEN.  1909.    Here  is  a  copy  of  it. 

Mr.  Escn.  Mr.  Bowen,  doesn't  the  joint  commission  between  the 
United  States  and  Capada,  of  which  ex-Senator  Gardner,  of  Maine, 
and  ex-Congressman  Tawney,  of  Minnesota,  are  the  American  mem- 
bers, have  jurisdiction  of  the  pollution  of  all  boundary  waters,  and 
have  they  not  made  a  very  thorough  investigation  of  the  whole  sub- 
ject, especially  as  it  pertains  to  the  Great  Lakes? 
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weirs  keeping  back  the  water,  but  not  permanently,  only  to  increase 
the  depth  and  compensation  for  any  diversions. 

Mr.  Parker.  You  mean  above  the  falls? 

Mr.  BowEN.  Yes;  and,  by  the  way,  that  has  always  been  part  of 
our  intention,  to  assume  the  construction  of  those  weirs,  because  we 
would  take  our  water  above  the  head  of  the  river. 

Mr.  Parker.  Would  those  wiers  be  of  broken  stone? 

Mr.  Bowen.  No,  concrete,  solid  concrete  without  any  openings  at 
all,  and  progressively  to  be  built  as  needed.  And  that  burden  is 
only  one  of  the  many  burdens  that  we  will  take  upon  ourselves  for 
the  use  of  this  water.  And  right  there  I  will  tell  you  the  secret  of 
the  whole  thing,  why  we  can  do  so  much  and  why  it  is  not  chimerical 
at  all  for  us  to  promise  so  much.  You  will  see  there  (pointing  to 
chart),  that  the  value  of  this  is  sufficient.  Under  the  treaty  20,000 
cubic  feet  per  second  of  water  is  practicall}^  now  in  use  at  the  Falls. 
I  understand  there  are  before  tne  Committee  on  Foreign  Affairs 
now  bills  to  give  the  permanent  right  to  the  use  of  that  water  as  a 
war  measure,  and  it  will  be  one  of  the  worst  mistakes  that  this  CJon- 
gress  has  ever  made  if  such  a  permanent  right  is  given.  By  the  use 
of  very  small  developments,  their  machinery  being  very  inefficient  as 
compared  with  what  can  be  used,  the^  get  approximately  260,000 
horsepower.  Now,  under  the  treaty  this  additional  water  that  is  to 
be  allowed  for  sanitation  and  navigation  is  a  reasonable  amount, 
say  of  6,000  cubic  feet.  That  can  be  settled  by  the  commission  under 
your  bill,  whether  that  is  a  reasonable  amount  or  not.  We  may  have 
the  right  to  use  more,  but  even  that  is  enough.  Twenty-six  thousand 
cubic  feet  will  make  at  Lockport — because  the  power  houses  would 
be  shifted  from  the  falls  over  to  Lockport — between  there  and  Lake 
Ontario,  780,000  horsepower.  There  is  the  secret,  saving  520,000 
horsepower. 

Mr.  Parker.  How  much  extra  fall  do  you  get  by  that?  That  is 
the  difference,  I  suppose? 

Mr.  Bowen.  Not  the  whole  difference.    The  total  fall  is  827  feet 

Mr.  Parker.  There  is  only  160  feet  at  the  Falls  themselves. 

Mr.  Bowen.  Yes,  sir. 

Mr.  Parker.  And  you  get  the  difference  between  160  and  827  by 
going  to  Lockport. 

Mr.  BowBN.  Practically.  But  the  Niagara  Falls  Power  Co.  only 
uses  136  feet  of  that  160  feet.  The  Schoellkopf  Co.,  so-called,  used 
210  feet,  and  it  is  very  much  more  efficient  ana  there  is  a  consolida- 
tion now  proposed  of  those  two  companies  under  a  new  manage- 
ment, engineered  by  some  bond  men  in  New  York  City,  Bertron, 
Griscom  &  Co.,  and  they  are  urging  before  the  powers  that  be  here, 
the  administrative  powers  in  Washington  at  the  present  time,  the 
use  of  that  as  a  war  measure.  The  canal  plan  will  bring  about  a 
permanent  condition  like  that,  that  instead  of  260,000  horpesovrer, 
you  will  have  780,000  horsepower.  It  only  needs  to  be  called  to 
your  attention,  I  am  sure,  in  order  that  such  troubles  as  that  may 
be  rectified.  And  they  can  all  be  readily  proved.  There  is  no  secret 
about  it. 

Mr.  Parker.  How  big  a  canal  would  it  need  for  26,000  feet  ? 

Mr.  Bowen.  In  order  to  save  the  current  we  would  make  it  30 
feet  deep  and  300  feet  wide  for  most  of  the  distance,  and  that  would 
give  a  very  light  current  for  ships;  and  that  would  allow  also  the 
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greater  volume,  and  we  would  only  have  a  slope  of  about  2  inches 
to  the  mile. 

Mr.  EscH.  How  manv  locks  would  there  be? 

Mr.  BowEN.  Two.  And  right  in  that  connection  I  brought  here 
to-day  the  Scientific  American,  and  I  hope  all  of  you  gentlemen 
have  read  or  will  read  it,  because  you  get  it  every  week,  1  believe, 
from  the  publishers,  and  in  it  there  are  pictures  of  one  set  of  locks. 
There  will  be  two  sets  of  locks  that  are  to  be  the  highest  in  the  world. 
The  Scientific  American  of  March  23  published,  and  published  at 
their  own  request  when  they  found  that  we  had  prepared  plans  for 
such  a  set  of  locks.  They  asked  permission,  gratis,  to  puolish  not 
only  the  pictures  but  the  description. 

Mr.  Parker.  Is  that  in  the  Scientific  American  or  in  the  supple- 
ment? 

Mr.  BowEN.  That  is  in  the  Scientific  American  of  March  23,  1918. 
That  is  only  one  of  the  features  of  the  development.  There  are 
other  very  important  and  interesting  features.  It  would  take  a  day 
or  a  good  many  days  perhaps  to  tell  you  about  them  all,-  but  the  mat- 
ter has  now  reached  such  a  point  that  it  is  being  recognized  uni- 
versajly  as  a  matter  that  ought  to  be  brought  about  and  not  simply 
covered  up  and  smothered  in  commissions  like  the  International 
Joint  Commission  and  other  bodies  where  there  is  too  much  red  tape, 
I  am  sorry  to  say. 

The  Chairman.  Now  I  will  read,  so  it  may  go  into  the  record  in 
connection  with  your  remarks,  a  resolution.  House  Resolution  216, 
under  which  this  committee  was  formed : 

[H.   Rets.   *21fi.  Sixty-fifth   CougresH.  mocoiuI   «e88ion.] 

Resolvedj  That  the  Speaker  of  the  House  he,  and  he  Is  hereby,  autfiorizefl  and 
-directed  to  appoint  a  special  coniuilttee  of  eff^hteen  members  to  whom  aU  hiUs 
iind  resolutions  hereafter  intrmluced  during  the  Sixty-fifth  Con^i't^ss  pertaining 
to  the  development  or  utilization  of  water  power  shall  l)e  referred  (notwith- 
standing any  general  rule  of  the  House  to  the  contrary),  except,  however,  bills 
and  resolutions  of  which  the  Committee  on  Foreign  Affairs  has  juri  uliction 
under  the  general  rules  of  the  House. 

Resolved  further.  That  the  Committee  on  Interstate  and  Foreign  Coninieive 
be.  and  it  is  hereby,  discharged  from  further  consideration  of  H.  R.  3808,  H.  R. 
7605,  H.  R.  4504,  H.  R.  8005,  and  S.  1419,  and  said  bills  are  hereby  referred  t<i 
the  special  committee  liereln  provided  for ;  that  the  Committee  on  Public  Lands 
is  discharged  from  further  consideration  of  H.  R.  7227,  and  the  same  is  hereby 
referred  to  the  special  committee  aforesaid ;  that  the  chairman  of  said  special 
committee  be,  and  he  is  hereby,  empowered  to  appoint  a  clerk  subject  to  its 
approval. 

That  resolution  provides  that  only  such  bills  are  excluded  from 
this  committee  as  under  the  general  rules  of  the  House  go  to  the 
Committee  on  Foreign  Affairs.  Now,  I  do  not  know  what  the  general 
rule  is  with  reference  to  these  boundary-water  questions — I  mean,  I 
do  not  recall  the  exact  letter  of  that  rule. 

Mr.  BowEN.  But,  Mr.  Chairman,  I  beg  of  you  to  seriously  consider, 
if  necessary,  the  change  in  that  reference  so  as  to  brine  within  the 
jurisdiction  of  this  one  commission  this  matter.  It  is  oi  paramount 
importance.  This  is  only  an  example  of  what  may  be  multiplied 
many  times  throughout  the  country,  the  importance  of  this  question, 
but  I  speak  of  this  particularly  because  I  am  so  familiar  with  it,  and 
I  know  that  there  is  no  international  Question  involved,  and  no  rea- 
son under  heaven  why  this  committee  should  not  take  it  up. 
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So  the  question  which  Mr.  Esch  asked  in  regard  to  hike  levela  i^ 
provided  for  already  by  the  action  of  the  United  States  Engineers; 
and,  furthermore,  the  United  States  Engineers  have  considered  and 
published  a  report  in  regard  to  a  new  treatment-of  this  whole  subject 
of  Niagara  River,  and  the  recommendations  are  so  drastic  that  they 
surprised  me,  and  ihey  compelled  our  engineers  to  go  from  the  very 
foundation  and  revise  all  of  our  plans,  because  we  had  in  our  first 
promotion  only  asked  for  6,000  cubic  feet  for  this  canal,  and  now 
they  recommend,  without  our  asking  it,  as  follows — this  is  the  report 
of  Brig.  Gen.  Black,  Chief  of  Engineers : 

1  therefore  reoomnieml  that  any  legislation  which  may  he  deeuietl  <lesiniMt* 
at  this  time  In  reparcl  to  the  diversion  of  water  from  the  Niagara  River  for 
power  purposes  be  made  broader  than  have  been  the  proposed  bill  hitherto  con- 
sidered, so  as  to  cover  diversions  from  either  above  or  below  the  Falls  or  from 
Lake  Erie,  it  being  understood  that  the  diverted  waters  may,  after  use,  be  de- 
livered either  Into  the  Niagara  River  or  Into  Lake  Ontario,  as  may  hereafter 
be  determined  to  be  most  advantageous. 

As  a  condition  preceding  the  issue  of  any  permit  the  Secretary  of  War  should 
be  authorized  to  make  an  investigation  of  comprehensive  character  so  as  to 
determine  the  best  method  of  utilizing  the  diverteil  water  and  the  economic  iws- 
siblllty  of  combining  the  development  of  [lOwer  with  facilities  for  navigation. 

The  issue  of  permits  should  be  made  discretionary  with  the  Secretary  of 
War,  and  he  should  be  authorized,  if.  in  his  judgment,  the  public  interest  s<» 
denuinds,  to  issue  a  single  permit — 

Now,  this  is  the  extraordinary  part,  and  which  I  had  no  inkling 
of  until  this  report  came  out,  except  this :  That  several  years  before 
this  committee  report  came  out  Col.  Harry  Taylor,  in  discussing  this 
plan  of  this  drainage  canal  for  power  and  sanitation,  said  that  the 
plan  was  so  good  that  all  of  the  water  allowed  by  the  Secretary 
should  be  allowed  to  be  used  through  this  one  canal.  But  I  supposed 
that  was  simply  a  passing  thought,  but  it  seems  that  it  was  the  foun- 
dation, evidently,  of  this  report  made  by  Gen.  Keller  for  Gen.  Black. 
[Reading:] 

to  issue  a  single  permit  for  water  taken  above  the  Falls,  for  water  taken  below 
the  Falls,  or  for  both  combined,  for  the  diversion  of  all  water  which,  in  his 
opinion,  may  be  diverted  from  the  Niagara  River  without  detriment  to  the 
scenic  grandeur  of  the  Falls,  the  navigable  capacity  of  the  Niagara  River,  and 
its  Integrity  and  proper  volume  as  a  boundary  stream,  such  permit  for  water 
diverted  above  the  Falls  to  be  conditioned  ui)on  the  acquirement  by  the  bene- 
ficiary by  due  legal  process  of  all  rights  and  property  belonging  to  the  two 
power  companies  now  diverting  water  at  Niagara  Falls. 

To  facilitate  the  extinguishment  of  the  rights  of  the  exivSting  companies  am 
the  consolidation  of  their  diversions  Into  a  single  one  suitable  provision  should 
t»e  made  for  conferring  upon  the  selecte<l  permittee  the  right  to  exercise  the 
power  of  eminent  domain  in  the  name  of  the  United  States,  or  the  Secretary  of 
War  should  be  given  the  right  to  exercise  this  [wwer  In  a  manner  simitar  to 
that  employed  in  the  case  of  the  St.  Marys  Falls  Ship  Canal,  provision  for 
which  was  mnde  In  sections  11  and  12  of  the  river  and  harbor  act  of  March 
3,  1909. 

The  ('onteinpI}ite<l  act  should  provide  specifically  that,  except  as  the  Secre- 
tary of  War  may.  for  satisfactory  reasons,  authorize  a  departure  from  the 
rule,  all  permittees  thereunder  must  sell  all  of  the  electrical  energy  resulting 
from  the  i>ermitte<l  diversion  directly  to  the  public,  subject  to  the  Jurisdiction 
i>f  the  l(K'al  i)ublic-servir^e  commissions,  or,  if  no  such  commissions  exist,  then 
under  the  regulations  and  sui)ervision  of  the  Interstate  Conmierce  Commission. 

Ho  asks  here  for  $2.5,000  for  that  report. 

The  Chairman.  What  is  the  date  of  that  report? 

Mr.  BowEN.  This  was  approved  bv  the  Secretary  of  War  specific 

callv  Fehruarv  H.  1917. 
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ilr.  EscH.  What  is  the  number  of  it? 

Mr.  BowEN.  This  was  published  in  the  hearings. 

Mr.  EscH.  I  thought  it  was  a  separate  document. 

Mr.  BowEN.  It  was  published  in  the  Niagara  River  Water-power 
hearings  before  the  Senate  Committee  on  Foreign  Relattions. 

Mr.  McLaughlin.  What  date  did  you  give  for  that  report? 

Mr.  EscH.  The  hearings  started  on  February  10, 1917. 

Mr.  BowEN.  This  is  February  3,  1917.  But  Congress  went  one 
step  further  than  these  recommendations.  In  order  to  make  thifr 
report  more  thorough,  in  addition  to  combining  the  development  of 
power  with  the  facilities  for  navigation  they  added  in  the  resolution: 
of  last  June,  sanitation.  So  sanitation  is  recognized  already  not  only 
by  treaty  with  Canada,  but  by  act  of  Congress. 

Mi*.  Ksc'h.  I  would  suggest,  Mr.  Chairman,  that  Gen.  Keller's 
report  I  e  made  a  part  of  the  hearing.     It  is  a  short  report. 

The  Chaiwman.  Vou  have  a  copy  of  that  there? 

Mr.  Bow  EX.  Yes. 

Thvt  Chaikman.  It  may  go  in  then,  with  your  testimony. 

(The  paper  referred  to  follows.) 

War  Department, 
Washington,  February  5,  1917. 

My  Dear  Sir:  (>u  Jainiary  25  yuu  wrote  me,  inclosing  a  copy  of  a  suggested 
aiuendment  to  H.  R.  20115.  introduced  by  Mr.  Smith,  of  New  York,  for  the 
regulation  of  Niagara  Uiver  below  the  Falls,  and  asked  me  to  advise  the  For- 
eign Uelatlons  Committee  if  an  amendment  along  the  lines  suggested  would 
meet  with  the  views  expressed  by  the  Chief  of  Engineers  and  me  relative  to 
the  investigation  of  the  question. 

Gen.  Black  and  I  have  exandned  the  proposed  amendment,  and  concur  Id 
believing  tliat  a  full  exposition  of  the  views  of  the  department  may  be  of 
interest  to  the  committee.     Gen.  Black  has  set  forth  these  views,  in  a  memo- 
randum, widch  I  herewith  inclose  and  which  has  my  approval. 
Cordially,  yours, 

Newton  D.  Baker, 

Secretary  of  War, 
The  Chairman  Committee  on  Foreign  Affairs, 

House  of  Representatives. 


War  Department, 
Offuk  of  the  Chief  of  Engineers, 

Washington,  January  SO,  1917. 

*  Meniornndum  for  the  Secretary  of  War.) 
.ibject :  Policy  concfernlng  legislation  in  connecrtlon  with  the  diversion  of  water 
from  Niagara  River, 

1.  In  connection  with  the  letter  herewith,  dated  January  25,  1917,  from  the 
i-hairman  of  the  House  Committee  on  Foreign  Affairs,  Inclosing  for  the  views 
«»f  this  department  thereon  a  suggested  amendment  to  section  1  of  H.  R.  20115. 
Sixty-fourth  Congress,  second  session,  for  the  control,  regulation,  and  us(*  of 
tbe  waters  of  tlie  Niagara  Uiver  below  Niagara  Falls,  and  for  other  purpos<»s, 
I  beg  to  submit  the  following: 

2.  For  some  time  preceding  the  passage  of  the  act  of  Congress  Hppr<ived 
June  29,  1906,  there  had  been  In  existence  a  popular  movenu'  t  to  prevent 
damage  to  Niagara  Falls  by  the  diversion  of  water  from  the  Falls  by  power 
companies,  the  most  Important  of  which  were  at  that  time  upon  the  New  Voik 
side.  Leaving  out  of  consitleration  the  small  diversion  made  thron  :h  the  Krie 
Canal  by  the  Lockport  Hydraulic  Co.,  amounting  to  500  c.  f.  .s.,  the  remniiiing 
diversions  from  the  Niagara  River  above  the  Falls  were  then,  as  in>w.  heing 
made  l)y  the  Niagiira  Falls  Power  Co.  and  the  Niagara  Falls  Hydraulic  Power 
iV:  Man\lfa<'turing  Co.  (now  the  Hydraulic  Power  Co.). 

.3.  The  Niagara  Falls  Power  (>).  had  at  that  time  completed  Its  planr  In 
•suhst.intially  tlie  (ondltita)  In  which  it  now  exists.     It  had  two  power  h  nis  .j^, 
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eoiitaiiiiu^  21  units  of  alnnit  o,(KK>  horseiKmor  eacli,  (Hs<*har^ii^  into  a  tallract' 
tunnel,  with  its  outfall  just  below  the  highway  bridge  across  the  Niagara  Uivef. 
The  total  installed  capacity  of  this  company  was  and  is,  therefore,  alnaii 
105.000  horseiKiwer,  for  which  it  was  at  that  time  diverting  somewhat  in  exces> 
<if  10,000  c.  f.  s.  This  company  based  its  right  to  divert  water  fn»m  the  Niagani 
River  ujwn  patents  and  grants  from  the  State  of  New  York  giving  to  the  com- 
pany, as  it  claims,  the  right  to  take  from  the  Niagara  Ulver  above  the  Falls 
In  iierpetuo  a  quantity  of  water  sufficient  to  make  200,(XX)  horsepower. 

4.  The  Hydraulic  Power  Co.  in  1906  had  its  power  house  No.  2  in  actual 
oi>eration,  containing  a  somewhat  miscellaneous  collection  of  hydraulic  and 
electrical  machinery  and  diverting  approximately  3,000  c.  f.  s.,  and  had  begun 
the  construction  of  its  power  house  No.  3,  designed  to  take  a  considerably  larger 
quantity  of  water  and  to  replace  in  part  less  efficient  machinery  belonging  to 
the  same  company.  The  headrace  canal  of  this  company  was  then  in  procei*< 
of  enlargement.  This  company  is  chartered  under  the  laws  of  the  State  of  New 
York,  which  authorizes  it  to  use  such  quantity  of  water  **  as  may  be  drawn  by 
means  of  the  hydraulic  canal  of  said  company  when  enlarged  througliout  its 
entire  length  to  a  width  of  100  feet  aftd  to  a  depth  and  s1<»ik»  sufficient  to  carry 
at  all  times  a  maxhnum  uniform  depth  of  14  feet  of  water.*'  Thi^  definition 
of  its  rights  is  somewhat  vague,  but  the  capacity  of  the  chaiuiel  has  lK»eu  «H>m- 
puted  to  be  about  9.500  c.  f.  s.  without  material  diminution  of  the  head.  ThLs 
grant  is  aLso  perpetual.  The  diversion  operations  of  neither  company  are 
subject  to  any  supervision  or  restrictions  on  the  part  of  the  authorities  of  the 
State  of  New  York.  In  1906  there  were  also  three  companies  on  the  Canadian 
side  alwve  the  Palls  which  were  beginning  the  construction  of  power  stations. 
These  companies  were  the  Ontario  Power  Co.,  the  Klectrical  Development  Co..  aiut 
the  Canadian  Niagara  Power  Co.  At  the  time  that  the  agitation  for  the  pres«»r 
ration  of  Niagara  Falls  began  these  plants  had  practically  only  been  begun, 
and  they  were  at  that  moment  not  making  any  very  considerable  di version 
from  the  river,  although  their  plans  and  the  grants  from  the  Canadian  authori- 
ties contemplated  the  eventual  diversion  of  approximately  30,000  c.  f.  s.  The 
magnitude  of  the  contemplated  diversions  on  the  Canadian  side  and  the  opera- 
tions of  enlargement  in  progress  or  contemplated  to  be  begun  In  the  near 
future  on  the  New  York  side  fully  Justified  the  apprehensions  of  those  who 
sought  to  safeguard  the  Falls  from  damage,  and  as  a  consequence  of  wide- 
spi*ead  public  interest  in  the  matter  Congress  passed  the  act  which  has  since 
l>een  known  as  the  Burton  Act. 

5.  The  activities  of  this  department  in  connection  with  the  diversion  of  water 
from  Niagara  River  l)egan  with  the  art  of  (\mgress  approved  June  29.  1J)II6. 
commonly  known  as  the  Burton  Act,  for  the  control  and  regulation  of  the 
waters  of  Niagara  Ulver,  for  the  preservtitlon  of  Niagara  Falls,  and  for  otlier 
puriio.ses.  The  act  was  a  temporary  measure,  pa.s.sed  at  the  suggestion  <if  the 
President,  p<»nding  the  negotlatltm  of  a  treaty  with  Great  Britain  with  rela- 
tion to  the  diversion  of  boundary  waters,  and  was  limited  to  three  years.  It 
contained  a  provision,  section  4,  requesting  the  President  of  the  United  States 
**  to  open  negotiations  with  the  (lovernment  of  (Sreat  Britain  for  the  puri>os€*  of 
effectually  providing,  by  suitable  treaty  with  said  (lOvernment,  for  such  regnhi- 
tlon  and  control  of  the  waters  of  Niagara  Itlver  and  Its  tributaries  as  will  pre 
serve  the  .<«cenlc  gran<leur  of  Niagara  Falls  and  of  the  rapids  In  said  river." 
The  act  authorized  the  Secretary  of  War,  In  his  dIs<'retion.  t<»  grant  iiermits 
to  the  Indlvhluals,  companies,  or  corporations  **  which  are  now  actually  produc- 
ing iKJwer  from  the  waters  of  sai<l  river  or  its  tributaries  in  the  State  <»f  New- 
York  or  from  the  Erie  Canal."  The  amount  of  water  that  <*ouId  be  authorizeil 
by  such  permits  was  limited  to  1.5,600  culdc  feet  per  second,  a  volume  of  water 
sufficient  to  supply  such  plants  as  were  either  then  completed  or  in  pro<H»ss  of 
<-onstructIon.  It  further  authorixeil  the  granting  of  permits  for  the  transmis- 
sion of  ele<*trical  power  from  Canada  to  a  limit  of  160,000  horsepower  and  of 
revcK'able  pernuts  "  for  the  diversion  of  additional  amounts  of  water  from  the 
said  river  or  Its  tributaries  to  such  amount,  If  any,  as  in  connection  with  the 
amount  diverted  on  the  Canadian  side  shall  not  Injure  or  Interfere  with  rhc 
navigable  capacity  of  said  river  or  its  Integrity  and  proper  volume  as  a  bnutul- 
ary  stream  or  the  scenic  grandeur  of  Niagara  Falls.*'  Ac<*onlIngly.  i>erndts  fur 
the  diversion  of  water  were  issued  to  the  existing  Ci)mpanU%  as  follows:  The 
Niagara  Falls  I»ower  Co.,  for  8,6(K)  c.  f.  s. ;  the  Lockport  Hydraull<*  Co.  (now 
the  Hydraulic  Race  Co.),  for  5(KI  c.  f.  s. ;  and  the  Niagara  Falls  Hy<lrnidiv 
INiwer  &  ^lanufacturing  Cak  (now  the  Hydraulic  P(»wer  Co.),  for  6,500  c.  f.  s, 
Se<*tlon  6  of  the  Burton  Act  made  an  appropriation  of  $.50,000  for  accomplishing 
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tilt*  puriKwes  (letHiled  in  Llie  act.  These  purposes  were,  briefly,  t«  insure  tliat 
diversions  shuuld  be  restricted  to  tlie  limits  stated  in  permits  authorizing  them 
to  be  made,  -and  to  ascertain  In  advance  the  effect  of  further  possible  diversions 
as  authorized  in  section  2  of  tlie  act.  All  investigations  in  connection  with  the 
liermits  i.ssued  under  section  2  and  the  revocable  permits  thus  conditionally 
.lUthdHzed  were  confided  to  tlie  Unite<l  States  Lake  Survey,  which,  acting  under 
file  authority  of  the  Secretarj  of  War  and  the  Chief  of  Engineers,  limlteil  its 
4»hservations  to  the  close  study  and  ascertainment  of  the  effects  of  existing  and 
vontemplatefl  diversi(ms  from  the  Niagara  River  above  the  Falls.  The  ex- 
haustive investigations  then  made  proved  conclusively  that  diversions  author- 
ized by  the  Burton  Act  to  l>e  made  by  the  two  New  York  companies,  and  those 
which  were  contemplated  on  the  Canadian  side  under  definitely  fixed  plans, 
would  considerably  Injure  the  scenic  grandeur  of  Niagara  Falls,  and  it  was  at 
that  time  recommended  that  no  additional  diversions  be  permitted  on  the  New 
York  side,  unless,  as  was  suggested,  remedial  works  could  be  supplied  above 
the  Horseshoe  Falls  which  would  neutralize  tlie  damage  done  to  them.  Be- 
•(inning  with  the  passage  of  the  Burton  Act  and  continuing  to  the  present  time 
the  War  Department,  through  the  Lake  Survey  Oflice,  has  exercised  close  super- 
vision over  the  New  York  power  companies  and  has  kept  itself  minutely  in- 
formed as  to  the  total  effects  upon  Niagara  Falls  produced  by  the  diversion  of 
all  the  companies. 

6.  In  consequence  of  the  provisions  of  section  4  of  the  Burton  Act  negotia- 
tions were  Initiated  between  the  United  States  and  Great  Britain  for  the  for- 
mulation of  a  treaty  which  should  provide  "  for  such  regulation  and  control 
of  the  waters  of  Niagara  River  and  its  tributaries  as  will  preserve  the  scenic 
grandeur  of  Niagara  Falls  and  of  the  rapids  in  said  river."     The  resulting 
treaty,  proclaimed  May  3,  191U.  is,  however,  broader  in  Its  scope  and,  as  stated 
in  the  preamble.  Is  deslgneil  "  to  prevent  disputes  regarding  tiie  use  of  bound- 
ary waters;"  etc.    As  shown  by  the  second  and  fifth  paragraphs  of  Article  VIII, 
the   general   principle   underlying  the   treaty    Is   that   of   equal   and   similar 
rights  in  the  use  of  boundary  waters,  but  an  exception  appears  in  Article  V, 
which  relates  especially  to  diversions  from  the  Niagara  River  above  the  Falls, 
In  that  this  article  authorizes  the  United  States  to  divert  "not  exceeding  In 
the  aggregate  a  daily  diversion  at  the  rate  of  20,000  cubic  feet  of  water  per 
second,"  whereas  the  Dominion  of  Canada  is  authorized  to  make  a  correspond- 
ing diversion  not  exceeding  36,000  cubic  feet  of  water  per  second.     In  view 
of  the  assent  of  the  United  States  to  the  policy  of  equal  and  similar  rights 
in  the  use  of  boundary  waters  and,  more  particularly,  In  the  application  of 
this  policy  to  the  St.  Marys  River  at  the  Falls,  where  at  least  two-thirds  of 
the  flow  Is  on  the  United  States  sides  of  the  boundary,  It  Is  dlfllcult  to  under- 
stand the  unequal  division  of  the  waters  at  Niagara  Falls,  particularly  as  it  Is 
well    known  that  in   addition   to  the  much  greater  diversion   which  Canada 
makes  at  the  Falls  It  is  also  diverting  a  very  large,  though  not  deflnltely 
ascertainable,  amount  through  the  Welland  Canal.  In  large  part  for  power  pur- 
poses.    While  It  Is  possible  that  the  American  commissioners  were  moved  to 
agree  to  the  division  of  waters  stated  In  Article  V  by  a  knowledge  of  the 
fact  that  there  was  being  diverted  from  Lake  Michigan,  through  the  Chicago 
River  by  the  Chicago  Sanitary  Canal,  a  large  volume  of  water,  varying  in 
amount  but  frequently   in  excess  of  8,000  c.  f.  s.,  the  records  of  the  State 
Department  fail  to  show  that  the  Chicago  diversion  was  an  actual  moving 
<*on.<»ideration  in  the  determination  of  the  limits  set  by  Article  V,  and  the  pre- 
liminary article  of  the  treaty  shows  that  "boundary  waters  are  defined  as 
the  waters  from  main  shore  to  main  shore  of  the  lakes  and  rivers  and  con- 
iie<;tlng   waterways,   or   the   portions   thereof,   along   w^hich   the   international 
boimdary  between  the  United   States  and  the  Dominion  of  Canada  passes." 
rnder  this  definition  and  from  a  reading  of  Article  I  it  is  fair  to  assert  that 
I^ake  Michigan  was  not  considered  as  a  boundary  water  and  that  diversions 
from  it  could  not  with  pr«)i»rlety  have  been  regarded  as  subject  to  negotiation. 
7.   While  un(Umbte<lly  the  ('hicago  diversion  Is  not  authorized  by  law,  and 
Avhfle  four  times  as  much  power  could  be  generated  from  this  amount  of  water 
«t   Niagara  Falls  as  is  actually  generated  at  Ix)cki)ort  on  the  sanitary  canal 
>ind  at  other  places  beloW  Lockport  In  the  Des  Plaines  and  Illinois  Rivers,  past 
which  this  diversion  water  flows,  the  fact  of  the  Chicago  diversion  and  its 
relative  inefllclency  does  not,  In  my  opinion,  justify  the  unequal  division  of 
water  at  Niagara  Falls,  particularly  since  the  Canadian  authorities  appear  to 
l>e  a.««3uming.  without  notice  to  the  United  States,  the  right  to  make  dlversionii 
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from  Lake  Erie  above  the  inouth  of  the  Nlagarn  Klver  hi  quantities  suirinu 
their  own  pleasure.  Though  the  treaty  has  serveti  a  useful  purpose,  it  is* 
evident  tliat  its  provisions  do  not  cover  thi  jii-ouud  as  adequately  us  ini^ht  bo 
desired,  and  apparently  the  time  has  oomo  for  oonsltlering  tlie  advisability  of 
entering  into  negotiations  for  the  formation  of  a  new  treaty  which  shall  more 
equitably  adjust  the  rights  of  the  two  countries  and  settle  more  iKisitively 
mattei"s  that  the  treaty  now  leaves  in  doubt.  This  is  particularly  true  as  reganls 
diversions  of  Niagara  River  below  the  Falls,  for  wtiieh  the  treaty  makes  no 
special  provision  other  than  those  in  Article  III,  In  addition  it  is  desirable 
that  provision  shall  be  made  for  the  creation  of  remedial  or  <'*>mpensatin}i 
works  Immediately  above  the  Falls. 

8.  The  provisions  of  the  Burton  Act  were  sevtM-al  times  extende<l,  but  finallj 
expired  on  March  4,  1913.  Meantime  the  treaty  between  this  country  and 
Great  Britain  had  been  negotiate<I  ami  ])roclaimed  May  13,  1910,  authorizing 
the  diversion  on  the  American  side  (»f  20,000  c.  f.  s.,  but  no  iiermanent  legisla- 
tion has  since  been  enacteil  by  C-ongress  to  authorize  tlie  Se<'retar>'  of  War  t*> 
issue  permits  for  this  full  amount  of  diversion. 

9.  Ever  since  the  passage  of  the  Burton  Act  In  1906,  and  especially  since  the 
treaty  was  proclaimed  May  13,  1910,  this  department  has  been  repeatedly  askeil 
for  its  views  concerning  diflferent  bills  proposing  to  deal  with  the  situation, 
and  it  has  been  importuned  by  parties  desirous  of  obtaining  permission  for  the 
diversion  of  water  from  this  river.  Numerous  reports  have  been  made  In 
regard  to  this  legislation  and  considerable  corres|)ondence  had  in  connection 
with  the  applications  for  the  unallotted  4,400  c.  f.  s..  the  difference  between  the 
amount  authorized  to  be  diverted  by  the  Burton  Act  and  the  amount  mentioned 
in  the  treaty.  In  some  Instances  tlie  proix>sed  legislation  contemplated  the 
elimination  of  the  existing  companies  which,  as  stated,  are  oi)eratlng  under 
grants  from  the  State,  practically  unliniited  as  to  duration. 

10.  In  the  Falls  of  Niagara  the  world  has  one  of  its  grandest  and  most  ma- 
jestic national  wonders.  Also  It  has  there  a  source  of  power  practically  unex- 
celled in  amount  and  convenience  of  hK'ation.  There  is  no  que.stlon  but  that 
while  the  beauty  and  grandeur  should  be  preserved,  the  source  of  power  should 
be  utilized  to  the  maximum  extent  possible.  There  is  thus  presented  a  problem 
of  magnitude,  but  not  one  which  is  insoluble.  Study  and  care  are  e«.*«eiitial 
if  the  best  results  are  to  be  obtained.  In  my  judgment,  piecemeal  legislation 
authorizing  piecemeal  development  Is  inadvisable.  Congress  should  have  be^ 
fore  It  full  information  as  to  what  can  be  done  In  the  way  of  protecting  and 
compensating  construction  which  will  permit  the  maximum  diversion  of  water 
from  the  higher  level  or  levels  and  as  to  how  water  thus  diverted  can  be  most 
fully  utilized  in  the  production  of  power.  Though  the  views  of  this  depart- 
ment have  been  requested  repeatedly  as  to  partial  aspet^ts  of  this  question.  It 
has  never  been  authorized  to  make  a  full  investigation. 

11.  I  therefore  recommend  that  any  legislation  which  may  be  deemed  de- 
sirable at  this  time  In  regard  to  the  diversion  of  water  from  the  Niagara  River 
for  power  purposes  be  made  broader  than  have  been  the  proposed  bill  hlthertt* 
considered,  so  as  to  cover  diversions  from  either  above  or  below  the  Falls  or 
from  Lake  Erie,  it  being  understood  that  the  diverted  waters  may,  after  u.*5e, 
1)0  delivered  either  Into  the  Niagara  River  or  into  Lake  Ontario  as  may  here- 
after be  determined  to  be  most  advantageous. 

As  a  condition  preceding  the  issue  of  any  permit  the  Secretary  of  War 
should  be  authorized  to  make  an  investigaticm  of  comprehensive  character  .'«*> 
as  to  determine  the  best  method  of  utilizing  the  diverted  water  and  the  e<-«- 
nomic  possibility  of  combining  the  development  of  power  with  facilities  f*>r 
navigation. 

12.  The  issue  of  permits  should  be  made  discretionary  with  the  Secretarv 
of  War,  and  should  be  authorized  If,  in  his  judgment,  the  public  Interest  s<> 
demands,  to  Issue  a  single  permit  for  water  taken  above  the  Falls,  for  water 
taken  below  the  Falls,  or  for  both  combined,  for  the  diversion  of  all  water 
which,  In  his  opinion,  may  be  diverted  from  the  Niagara  River  without  detri- 
ment to  the  scenic  grandeur  of  the  Falls,  the  navigable  capacity  of  the  Niagara 
River,  and  its  Integrity  and  proper  volume  as  a  boundary  stream,  .such  permit 
for  water  diverted  above  the  Falls  to  be  conditioned  upon  the  acquirement 
by  the  beneficiary,  by  due  legal  process,  of  all  rights  and  property  belouieing 
to  the  two  power  companies  now  diverting  water  at  Niagara  Falls.  To  facili- 
tate the  extinguishment  of  the  rights  of  the  existing  companies  and  the  con- 
solidation of  their  diversions  into  a  single  one,  suitable  provision  should  be 
made  for  conferring  upon  the  selected  permittee  the  right  to  exercise  the  power 
of  eminent  domain  in  the  name  of  the  United  States,  or  the  Secretary  of  War 
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should  be  given  the  right  to  exercise  this  power  In  a  manner  similar  to  that 
employed  In  the  case  of  the  St.  Mnrys  Falls  Ship  Canal,  provision  for  which 
was  made  in  sections  11  and  12  of  the  river  and  harbor  act  of  March  3,  1909. 

13.  The  cont(»nipl«te<l  act  should  provide  specifically  that,  except  as  the 
Secretary  of  War  may,  for  satisfactory  reasons,  authorize  a  departure  from 
the  rule,  all  permltttH^s  thereunder  must  sell  all  of  the  electrical  energy  result- 
ina:  from  the  permittod  diversion  directly  to  the  public,  subject  to  the  jurisdic- 
tion of  the  local  public-service  (commissions,  or,  if  no  suth  commissions  exist, 
then  under  the  regulations  and  supervision  of  the  Interstate  Commerce 
(\)mmis8ion. 

14.  In  order  that  the  Industries  of  the  country  may  suffer  a  minimum  of  loss 
due  to  delay,  it  is  reconmiended  that  a  request  be  made  that  the  limiting  time 
<»f  the  joint  re.soluti(m.  ilated  January  19,  1917,  and  entitled  "  Joint  resolution 
autliorizing  the  Secretary  of  War  to  issue  temporary  permits  for  additional 
diversions  of  water  from  the  Niagara  River,"  be  extended  for  one  year.  The 
propriety  of  taking  the  necessary  steps  for  the  amendment  of  the  existing 
treaty  is  also  suggested. 

1.5.  It  Is  my  opinion  that  no  Fe<leral  iiermit  for  the  development  of  power 
from  Niagara  Falls  should  issue  until  after  the  entire  question  has  been  fully 
investigated  in  all  of  its  ast)ects  as  outlined  in  this  memorandum.  The  cost  of 
su(*h  an  investigation  would  be  about  $25,000,  and  this  work  would  be  com- 
plete<i  within  six  to  eight  months  from  the  passage  of  the  act 


Brigadier  General^  Chief  of  Engin**erM 

Mr.  BowEN.  There  is  such  a  mass  of  (his  subject,  gentlemen,  that 
it  is  inexhaustible,  and  I  am  sure  that  you  will  follow  it  up  with 
studies  of  your  own. 

You  are  familiar,  of  course,  with  the  leading  Supreme  Court  case 
on  the  subject  of  the  paramount  right  of  navigation  carrying  with 
it  all  other  rights  for  all  other  purposes.  The  case  decided  m  the 
Supreme  Court  was  the  Chandler-Dunbar  Waterpower  Co.,  May 
26,  1918. 

The  Chairman.  Mr.  Esch,  suppose  we  put  that  in  as  part  of  the 
hearings. 

Mr.  Esch.  I  think  it  ought  to  go  in. 

The  Chairman.  Without  objection  that  may  go  in  as  part  of  your 
testimony. 

(The  paper  referred  to  follows:) 

(8.  Doc.  No.  61,  63d  Cong.,  Ist  seas.] 

OI'IMOX  OK  TlIK  sri»RKNfK  OII^RT  OF  THK  TMTKn  STATES  IN  THE  CAHE  OF  THE 
UNITED  8TATK8.  PLAINTIFF  IN  F.KROK.  V .  THK  (11  ANnLKR-DlTMIAR  WATEB  POWBS 
ro.  ET  A  I.. 

Supreme  (3ourt  of  the  i:n!te<l  States,  Oetolier  term,  1912.  783.  The  United 
States,  plaintiff  lu  error,  r.  The  ( -hamller-Dunhar  Water  Power  Co.  et  al. 
7S4.  The  Charirtler-Diinbar  Water  Power  Co.,  plaintiff  In  error  v.  The  United 
States.  785.  St.  Marys  Power  C<».,  plaintiff  in  error,  r.  The  United  States. 
780.  ('l}»n*nc**  M.  Brown,  snh*  receiver  of  the  Michigan  Lake  Superior  Power 
CV».,  plaintiff  in  error,  r.  The  United  States.  In  error  to  the  District  Court 
of  the  United  States  for  the  Western  DlntrUt  of  Mlchijran.     May  20,  11)13. 

These  writs  of  error  are  for  the  purpose  of  reviewing  a  Judgment  in  a  con- 
«leninatioii  prm-eedinp  Instituted  l)y  the  t*nit<Hl  States  under  the  eleventh  sec- 
tion of  an  a<-t  of  (Vm^ress  of  March  3.  1909,  belnj?  chapter  264.  35  Statutes, 
f»a«es  SI 5.  820.    The  section  referred  to  is  set  out  in  the  margin.' 


*Sbc.  11.  That  the  ownership  in  fee  simple  absolute  by  the  United  States  of  all  lands 
and  property  of  every  kind  and  description  north  of  ttae  present  Balnt  Marys  Falls  Ship 
Canal  tnronffhont  its  entire  length  and  lying  between  said  ship  canal  and  the  interns- 
tlonal  boundary  line  at  Sanlt  Salnte  Marie,  in  the  State  of  Michigan,  is  necessary  for  tbk 
purposes  of  navigation  of  said  waters  and  the  waters  connected  therewith. 

The  Secretary  of  War  is  hereby  directed  to  take  proceedings  immediately  for  the  ac- 
4]nif>ition  by  condemnation  or  otherwise  of  all  of  said  lands  and  property  of  every  kind 
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The  notice  of  coiHienmatioii  i'equire<l  by  the  Htatute  was*  duly  given  by  the 
Secretary  of  War,  and  this  proceeding  was  Instituteil  against  all  the  corpora- 
tions and  personH  suppose<l  to  have  any  interest  In  the  property  sought  to  be 
condemne<l.  A  Jury  was  waived  and  the  evidence  submitted  to  the  court,  which, 
at  the  request  of  all  the  parties,  made  specific  findings  of  fact  and  law. 

By  an  agreement,  the  property  of  the  International  Bridge  Ck).  required  by 
the  Government  was  acquired  by  deed,  and  later  in  the  progress  of  tlie  <'nse 
the  projierty  of  the  fidison-Sault  Electric  Co.  lnvolve<l  in  the  proceeding  was 
acqulre<l  by  stipulation.  This  eliminates  from  the  cases  evei-y  question  except 
those  arising  in  respect  of  the  compensation  to  be  awarded  to  the  Chan<ller- 
Dunbar  Water  Power  Co.,  the  St.  Marys  Power  Co.,  »ni\  Clarence  M.  Brown, 
receiver  of  tlie  Michigan  Lake  SuiHMMor  Power  Co.  The  final  judgment  of  the 
court  was: 

1.  That  the  ownership  in  fee  simple  absolute  by  the  Unite<l  States  of  all 
lands  and  property  of  every  kind  and  description  north  of  the  present  St.  Marys 
Falls  Ship  Canal,  throughout  its  entire  length  and  lying  between  the  sai*!  ship 
canal  and  the  International  line  at  Sault  St.  Marie,  in  the  State  of  Michigan, 
was  necessary  for  the  purposes  of  navigation  of  said  watei*8  and  the  waters 
connected  therewith,  as  declaretl  by  the  act  of  March  3,  1009. 

The  compensation  awarded  was  as  follows: 

(a)  To  the  Chandler-Dunbar  Co.,  $65^^32.  Of  this  $550,000  was  the  esti 
mated  value  of  the  water  power. 

(6)  To  the  St.  Marys  Falls  Power  Co.,  $21,000. 


and  description  in  fee  simple  absolute.  He  shall  proceed  in  such  taking  by  Oling  In  thf 
office  of  the  register  of  deeds  of  Chippewa  County,  in  the  State  of  Michigan,  a  writing, 
stating  the  purposes  for  which  the  same  Is  taken  under  the  provisions  of  this  section,  and 
giving  a  full  description  of  all  the  lands  and  property  of  every  kind  and  description  thun 
to  be  taken.  After  the  filing  of  said  writing,  and  ten  days  after  publication  thereof.  In 
one  or  more  newspapers  In  the  city  of  Saulte  Salute  Marie.  In  the  State  of  Michigan, 
tbe  United  States  shall  be  entitled  to  and  shall  take  Immediate  possession  of  the  prop- 
erty described,  and  may  at  once  proceed  with  such  public  works  thereon  as  have  been 
authorized  by  Congress  for  the  uses  of  navigation. 

The  Circuit  Court  of  the  United  States  for  the  Western  District  of  Michigan  in  hereby 
given  exclusive  Jurisdiction  to  hear  condemnation  proceedings  and  to  determine  what 
compensation  shall  be  awarded  for  property  taken  under  authority  of  this  section.  After 
the  taking  of  any  property  by  the  Government  of  the  United  States,  as  herein  provided 
for,  the  United  States,  by  Its  proper  officials,  shall  begin  condemnation  proceedings  fit 
the  aforesaid  court,  and  the  practice  shall  be  in  accordance  with  the  practice  in  the 
courts  of  the  State  of  Michigan  for  the  eondemnation  of  lands  by  the  State  so  far  as  the 
same  may  be  followed  without  conflicting  with  the  provisions  hereof.  Possession  may  be 
taken  by  the  United  States  prior  to  a  determination  by  a  court  of  any  necessity  of  taking, 
and  prior  to  any  determination  of  the  amount  of  compensation. 

Any  money  payable  by  the  Oovemment  under  the  provisions  of  this  section  shall  be 
payable  out  of  any  money  heretofore  authorised  or  appropriated  for  the  purpose  of  im- 
proving Saint  Marys  River  at  the  falls,  Michigan. 

All  that  part  of  "  An  act  niaklnf;  appropriations  for  the  construction,  repair,  and 
preservation  of  certain  public  works  on  rivers  and  harbors,  and  for  othr^r  purposes/* 
approved  March  Rooond,  nlnetepn  hundred  and  seven,  beginning  with  the  words  **  aD<l 
all  lands  and  water.s  north  of  the  present  Saint  Marya  Falls  Ship  Canal  throughout  It? 
leng»  h.**  and  ending  with  the  woras  "  to  comply  with  the  provisions  of  the  river  an.1 
harbor  act  of  nineteen  hundred  and  two,  but  such  lands,  if  so  acquired,  shall  be  ob- 
tained without  expense  to  the  United  States,"  is  hereby  repealed. 

Every  permit,  license,  or  authority  of  every  kind,  nature,  and  description  heretofore 
iRsued  or  granted  by  the  United  States,  or  any  official  thereof,  to  the  Chandler-Dunhar 
Water  Power  Company,  the  Edlson-Sault  Light  and  Power  Company,  the  Bdlson-Sault 
Electric  Company,  or  the  Saint  Marys  Power  Company,  shall  cease  and  determine  and 
become  null  and  void  on  January  first,  nineteen  hundred  and  eleven,  and  the  Secretary 
of  War  Is  hereby  authorized  and  irfltnicted  to  revoke,  cancel,  and  annul  every  such 
permit,  license,  or  authority,  to  take  effect  on  January  first,  nineteen  hundred  and  i»lf»v«n 

The  Secretary  of  War  may,  in  his  discretion,  permit  the  Chandler-Dunbar  Wat«»r 
Power  Company  and  the  Edlson-Sault  Electric  Company  to  maintain  their  present  works 
and  utilize  the  water  power  in  said  river  at  snld  rapids,  in  so  far  as  the  same  does  not 
interfere  with  navigation,  or  retard  the  construction  of  Government  works  In  said  river, 
under  such  rules  or  regulations  as  have  been  or  hereafter  shall  be  Imposed  by  the  $%<>rr«^ 
tary  of  War,  until  they  shall  be  paid  the  compensation  awarded  by  the  court  for  their 
property  condemned  under  the  provisions  of  this  section ;  but  snld  permit  shall  not 
extend  beyond  January  first,  nineteen  hundred  and  eleven. 

The  President  of  the  United  States  Is  re.'^pectfully  requested  to  open  negotiations  with 
the  Government  of  Great  Britain  for  the  purpose  of  effectually  providing,  by  sultRhl,^ 
treaty  with  said  Government,  for  maintaining  ample  water  levels  for  the  uses  of  navlga 
tlon  In  the  Great  Lakes  and  the  waters  connected  therewith,  by  the  construction  of  such 
controlling  and  remedial  works  In  the  connecting  rivers  and  channels  of  such  lakes  a« 
may  be  agreed  upon  by  the  said  Governments  under  the  provisions  of  said  treaty. 

The  Secretary  of  War  Is  further  authorised  and  instructed  to  cause  to  be  made  a 
preliminary  examination  and  survey  to  ascertain  and  determine  a  proper  plan  and  the 
probable  expense  for  constructing  in  the  ranlds  of  the  Saint  Marys  River  a  filling  or  fore- 
Mj,  from  which  the  ahlp  locks  shall  be  filled:  Provided,  That  such  survey  ahall  tn  n^ 
way  delay  or  Interfere  with  the  plans  for  construction  already  under  way. 
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{()  To  the  E<lis<>ii-Sanlt  Kle<trlc  Tt).,  $80(),0(X),  whicli  has,  however,  been 
M»»ttlwl  by  stipulation. 

id)  To  tlie  Michigan  Lalce  Sui>erior  Power  Co.,  nothing. 
From  tl^ese  a  wan  Is  the  Govennnent,  the  Chandler-Dunbar  Ct».,  the  St.  Marys 
Foils  Power  Co.,  and  the  Michigan  Lalce  Superior  Power  Co.  have  sued  out 
writi^  of  error. 

The  errors  assiinie<l  by  the  i^i»lte<l  States  }*hallenge  the  allowance  of  any 
coiniKMisMtion  whntcver  on  ac<*ouiit  of  any  water-iiower  right  claimed  by  any 
of  the  owners  of  the  coiulenineil  upland,  and  :ils(»  the  principles  adopted  by  the 
district  court  for  the  valuation  of  the  upland  talcen.  Tlie  several  corporations, 
who  have  sue^i  out  writs  of  error,  complain  of  the  Inadequacy  of  the  award 
on  account  of  water  power  claimed  to  have  been  taken,  and  also  of  the  valua- 
tion placed  uiHHi  the  several  parcels  of  upland  condemned. 

The  errors  assigned  by  tlie  Uniteil  States  deny  that  any  water  power  in 
which  the  defendants  l>elow  had  any  private  property  right  has  been  taken, 
and  aliiio  deny  tlie  claim  that  riparian  owners  must  be  coinL)ensated  for  ex- 
chiRlon  from  the  use  of  the  water  power  inherent  in  the  falls  and  rapids  of  the 
St.  .Marys  River,  whether  the  flow  of  the  river  l)e  larger  than  the  nee<ls  of  navl- 
gatltm  or  not.  The  award  of  $550,000  on  acamnt  of  the  claim  of  the  Chandler- 
Duhbar  Co.  to  tlie  undeveloi)ed  water  power  of  the  river  at  the  St.  Marys  Rapids 
in  extess  of  the  supi)ose<l  requirements  of  navigati(m  constitutes  the  prime 
<lU(*stion  In  the  case,  and  its  lmiM>rtance  is  increased  by  the  contention  of  that 
<*onipany  that  the  assessment  of  damages  on  that  account  is  grossly  inadequate 
nnd  should  have  been  $.*i,450,000. 

Each  of  the  several  plalntiflfs  In  error  also  challenge  the  awards  made  on 
account  of  the  several  parcels  of  upland  taken — the  (Jovernment  Insisting  that 
the  awards  are  excessive,  and  the  owMiers  that  they  an»  inadtMjuate. 

(Mr.  Justice  Lurton,  after  making  the  foregoing  statement,  delivered  the 
opinitm  of  the  Cfuirt:) 

From  the  foregoing  It  will  l)e  seen  that  the  c<mtrolIlng  questions  are,  tirst, 
whether  the  (?handler-I)unbar  Co.  has  any  private  i)roperty  in  the  water-pt)wer 
i-apacity  of  the  rai>ids  and  falls  of  the  St.  Marys  River  which  has  be*'n  '*  taken/* 
nnd  for  which  compensation  must  be  made  und«*r  ilie  ttfth  amendment  to  the 
Omstltution :  and,  second,  if  so,  what  Is  the  extent  of  its  water-power  right 
Hud  how  sliall  the  compensation  be  measureil? 

That  comi>ensation  must  be  n;ade.  for  the  upland  taken  is  not  disputable.  Tlir 
measure  of  compensation  may  In  a  degree  turn  upon  the  relation  of  that 
sjM^cies  of  i)roi)erty  to  the  allegetl  water-|)ower  rights  clalmetl  by  the  Chandler- 
Dnnbar  C'o.  We  therefore  pass  for  the  present  the  errors  assigncnl  which 
<*<»ncern  the  awards  made  for  such  upland. 

The  technical  title  to  tlie  be<ls  of  the  navigable  rivers  of  tiie  Unite<i  States 
i.s  either  In  the  States  in  which  the  rivers  are  situate<l.  or  in  the  owners  of  the 
Innil  bordering  ui>on  such  rivers.  Whether  In  one  or  the  other  Is  a  question 
of  lo<al  law.  (Shively  r.  Rowlby,  151>  i:.  S.,  1.  31:  Philadelphia  Co.  v.  Stlm- 
Hon,  2*J3  r.  S.,  605,  024.  632;  Scott  r.  Lattig,  227  K.  S.,  220.)  T'lnm  the  admU- 
sU*n  of  the  State  of  MU'hlgan  into  the  Tnlon  the  IkmI  of  the  St.  Marys  River 
im.s.sed  to  the  State,  and  under  the  law  of  that  State  tli»^  conveyance  of  a  tract 
of  land  ni)on  a  navigable  river  carries  the  title  to  the  middle  thread.  (Webber 
r.  The  Pere  Marquette,  etc.,  (52  Mich..  626;  Scranton  r.  Whether,  170  V.  S.. 
141.  163;  rnitetl  States  r.  (/handler- Dunbar  Water  Power  Co.,  200  U.  S.,  447.) 

Tlie  teifhnioU  title  of  the  ('Imntller-Dunbar  Co.,  therefore,  includes  the  1)e<l 
<»f  the  river  op|)oslte  its  u])land  on  the  bank  to  the  middle  threati  of  the  stream, 
being   the  boundary    line  at   that  point  between   the   Unlte<l   States  and   the 
]>oininion  of  Canada.     Over  this  be<l  flows  about  two-thirds  of  the  volume  of 
writer  constituting  the  falls  and  rapids  of  the  St.  Marys  River.     By  reason  of 
tluit  fact  and  the  ownership  of  the  shore  the  company's  claim  Is  that  It  Is  the 
«»\\  iH^r  of  the  river  and  <»f  the  Inherent  i)ower  In  the  falls  and  rai>ids,  .subje<*t 
only   to  the  public  right  of  navigation.     While  not  denying  that  this  right  of 
iinvi;;atlon   Is  the  dominating  right,  yet  the  claim   is  that   the  Cnited   States 
in   the  exercise  of  the  jHiwer  to  regul.nte  commerce  may  not  exclude  the  rights 
€»f  riparian  owners  to  construct  in  the  river  and  upon  their  own  submerged 
land.s  such  appliances  as  are  nwessary  to  ccaitrol  ami  use  the  cin*rent  for  com- 
nu^r(*ial  puriM)ses,  provided  tmly  that  sui'h  structures  do  not  Impinle  or  hinder 
iinvlsration  and  that  the  flow  of  the  stream  Is  not  so  dlmiidshed  as  to  leavt 
le.s.v   than  every  possible  requirement  <if  navigation,  present  and  future.    Thh 
••Irtlni  of  a  projirletary  right  In  the  betl  of  the  river  and  In  the  flow  of  the  strean 
over  that  be<l  to  the  extent  that  such  flow  Is  In  excess  of  the  wants  of  navlga 
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tlon  constitutes  the  j^i-oinid  upon  which  the  coinpiuiy  asserts  thiu  a  uecessary 
effect  of  the  act  of  March  3.  11)09,  niul  of  tlie  ju(lj?ineiit  of  condemnation  In  the 
court  below,  is  a  takinjr  from  it  of  a  property  right  or  interest  of  preat  value, 
for  which,  under  the  fifth  amendnjent,  eomT>ensatlon  must  he  made. 

This  is  the  view  wldch  was  entertalneil  by  Circuit  Judpe  Dennisou  in  the 
<'ourt  below,  and  is  su|>porte<l  by  most  careful  findings  of  fact  and  law  and  an 
elaborate  and  able  fjpinion.  The  question  is,  therefore,  one  which  from  every 
standjKiint  des*»rvfs  careful  cons!derati<»n. 

The  title  of  tli(»  owner  of  fast  laud  upon  tlie  shore  of  a  navigable  river  to 
the  bed  of  the  river  is  at  best  a  qualifie<l  one.  It  is  a  title  which  inheres  In 
the  ownership  of  the  shore  and,  unless  reserve<l  or  excluded  by  implication, 
passed  with  It  as  a  shadow  follows  a  substance,  although  capable  of  distinct 
ownership.  It  Is  subordinate  to  the  public  right  of  navigation,  and  however 
lielpful  in  prote(ting  the  owner  against  the  acts  of  third  parties,  is  of  no  avail 
against  the  exercise  of  the  great  and  absolute  power  of  Congress  over  tlie  im- 
lirovement  of  navigable  rivers.  That  power  of  use  and  control  comes  from 
the  power  to  regulate  commerce  between  the  States  and  with  foreign  natlon>. 
It  Includes  navigation,  and  subjects  every  navigable  river  to  the  c<mtrol  of  Otm 
gress.  All  means  having  some  jiositive  relation  to  the  end  In  view  which  are 
not  forbidden  by  sc»me  other  provision  of  the  Constitution  are  admissible.  If. 
o!i  the  judgment  of  (\>ngress.  the  use  of  the  bottom  of  the  river  is  prosier  for 
the  purpose  of  placing  therein  structures  In  aid  of  navisrntion.  It  is  not  thereby 
taking  private  property  for  a  public  use.  for  the  owner's  title  was  In  its  very- 
nature  subject  to  that  use  in  the  interest  of  public  navigation.  If  its  judgment 
be  that  structures  ])lac<Hl  In  the  river  and  upon  .such  submerged  land  are  an 
obstruc*tlon  or  hindrance  to  th^  pror)er  use  of  the  river  for  puri)oses  of  navlga- 
th»n,  it  may  require  their  removal  and  forbid  the  use  of  the  bed  of  the  river 
by  the  owner  in  any  way  which  in  its  judgment  is  injurious  to  tiie  dominant 
right  of  navigation.  So.  also,  it  may  permit  tlie  construction  and  maintenance 
4>f  tuunels  under  or  bridges  over  the  river,  and  may  require  the  removal  of 
4»vcry  such  structure  placed  there  with  or  without  its  license,  the  element  of 
contract  out  of  the  way.  wlndi  it  shall  re<iuire  to  be  removetl  or  altered  as  an 
obstruction  to  navigation.  In  Oilman  r.  Philadelphia  (3  Wall.,  713.  724)  this 
court  said : 

"  Commerce  includes  navigation.  The  power  to  regulate  commerce  ct»ni- 
prehends  the  control  for  that  pur|)ose,  and  to  the  extent  ne<*essao\  of  all  the 
navigable  waters  of  the  United  States  which  are  accessible  fr<»m  a  State  other 
than  those  In  which  they  lie.  For  this  purpose  they  are  the  public  i>roi>erty  of 
the  Nation,  and  subject  to  all  the  requisite  legislation  by  Congress.  This 
necessarily  includes  the  power  to  keep  them  open  and  free  from  any  obstruc- 
tions to  their  navigation,  Interposed  by  the  States  or  otherwise;  to  remove 
such  obstructions  when  they  exist,  and  to  provide,  by  such  sanctions  as  they 
may  deem  pro|>er.  against  the  occurrence  of  the  evil  and  for  the  imnishment 
of  offenders.  For  these  purposes  Ongress  possesses  all  the  powers  which 
existed  in  the  States  before  the  adoption  of  the  National  Constitution,  and 
which  have  always  existed  in  the  Parliament  In  England. 

**  It  is  for  (^mgress  to  determine  when  its  full  power  shall  be  i>rouKbt  !nt«> 
actlvitv.  and  as  to  the  i-egulatlons  and  sanctions  which  shall  be  provided." 

In  (Jibsoii  r.  Ignited  States  (KJG  IT.  S.,  2G9).  it  Is  said: 

"All  navigable  w.iters  nre  under  the  control  of  the  United  States  for  the  pur- 
lK»se  of  regulating  aud  improving  navigation,  and  although  the  title  to  the 
shore  and  submerged  soil  Is  In  the  various  States  and  Individual  owners  under 
them.  It  Is  .Ml ways  subject  to  the  servitude  in  respect  of  navigation  created  In 
favor  of  tla^  Federal  Ooveriunent  by  the  Constitution." 

Thus  In  Scrantoii  r.  Wheeler,  supra,  the  (xovernraent  constructed  a  long 
dike  or  i»ler  upon  such  submerge<l  lands  in  the  river  here  Involved  for  the  pur- 
])ose  of  aiding  Its  navigation.  This  cnt  the  riparian  owner  off  from  direct 
access  to  deep  water,  and  he  claimed  that  his  rights  had  been  invaded  and 
his  property  taken  without  comi>ensation.  This  court  held  that  the  Government 
had  not  **  taken  "  any  pro]>erty  which  was  not  primarily  subject  to  the  very 
use  to  which  It  had  been  put,  and  therefore  denied  his  claim.  Touching  the 
nature  and  character  of  a  riparian  owner  In  the  submerged  lands  in  front  of 
his  \ipland  bounding  upon  a  public  navigable  river  such  as  the  St  Marys,  this 
4,'ourt  said : 

"  The  prhnary  use  of  the  water  aud  the  lan<ls  under  them  is  for  the  purpose 
of  navigation,  and  the  erection  of  piers  in  them  to  Improve  navigation  for  the 
public  Is  entirely  consistent  with  such  use  and  infringes  no  right  of  the  o^imer. 
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AVhjittMer  tho  utiture  of  the  interest  of  a  rlpari>iu  owner  in  the  submerged 
1  i!<ls  In  front  of  liis  upland  lumndinK  on  a  puhli*:  na\if;able  river,  his  title  Is 
not  as  full  and  complete  as  his  title  to  fast  land  which  has  no  direct  connec- 
ticMi  with  the  naviKatI<ai  of  such  waters.  It  Is  a  qualified  title,  a  bare  tech- 
nical title,  not  at  his  jd>solutc  disposal,  as  is  his  upland,  but  to  l)e  held  at  all 
liiiios  snboniinatc  to  such  use  <»f  the  subnierj;(»d  lands  and  of  the  water  flow- 
ing: over  them  as  may  be  consistent  witli  or  demanded  by  tlie  public  right  of 
j)a  vibration." 

So  nnfcttei-c<l  is  this  ((nitrol  (»f  <N»n,xrc<s  over  the  navijrable  streams  of  the 
<'o\ritry  that  its  .in.l^'njent  as  t<»  whether  a  construcHon  in  or  ov<m*  such  a  river 
is  nr  is  noi  aj  obsta<ie  jind  t\  hindrance  to  mivijration  is  con<'lusive.  Such 
.•lul'rhjeiit  Mm!  determination  is  the  exercise  of  lejrlslative  power  in  respect  of 
:i  sulijeet  wholly  within  its  co!itrol. 

I  t  IVni'syhtjnia  r.  Wheeling:  I?ridjre  Co.  (18  How,.  421,  430)  this  court, 
n::i»«i  I  lie  facts  In  evide:»ce.  helcl  that  a  bridjre  4>ver  the  Ohio  River,  constructed 
un«;er  an  act  of  tlie  State  of  Virginia,  created  an  obstruction  to  navigation  and 
was  a  n\iisance  whi<'h  sliould  l)e  removed.  Before  tlie  dwree  was  execute<l 
<\>n.trress  declannl  the  bridge  a  lawful  structure  and  not  an  obstruction.  This 
court  thereujMUi  refused  to  issue  a  maiulate  for  carrying  into  etTe<'t  its  own 
<lecree.  saying: 

**AIthon.ich  it  nuiy  still  be  au  obstructUm  In  fact,  it  is  not  so  in  contempla- 
rion  of  liw.  We  have  already  Kald.  an<l  the  prvn<'iple  Is  undoubte<l,  that  the  act 
oi'  tiie  Legislature  of  Virginia  c<aiferred  full  autliority  to  erect  and  maintain 
the  bridge,  subject  to  tlie  exercise  of  the  iH>wer  of  (\mgress  to  regulate  the 
navlgj.Mon  of  tlie  river.  That  b<Hly  having  in  the  exercise  of  this  power  regu- 
lated the  navigatitui  ciuisistent  witli  its  preser\atlon  and  naitinuation,  the 
auth<»rity  t<»  maiidain  it  wmhUI  -vi-m  to  he  comnleie.  TlH't  jjuthority  combines 
the  concurrent  power  of  b4»th  governments,  State  and  Federal,  which  if  not 
snC'a'iert,  certainly  none  can  be  found  in  our  system  of  g<»vernment." 

In  rhiladelphia  r.  Stinjson.  sni)ra,  and  in  Tnion  Bridge  To.  r.  I'nited  States 
(•J'^4  r.  S..  :^<*i4)  na»:iy  oT  the  ensrs  :ire  cited  :intl  re.iewed  ;  iid  v.e  nee<l  add 
nothing  more  to  the  discussion. 

The  conclusion  to  be  drawn  is.  that  the  questitai  of  whether  the  proper  regu- 
lation of  navigation  of  this  river  at  the  ])lace  in  question  re<|Ulred  that  no 
i'onst ruction  <»f  any  kind  should  be  iihued  or  c<aitlmied  in  tlie  ri\er  by  riparian 
4»wners.  and  whether  the  wliole  tlow  of  the  stream  should  be  'conserved  for  the 
use  and  safety  of  navigation  are  questions  legislative  in  character;  and  when 
< Congress  determined,  as  it  did  by  the  act  of  March  H.  lvM«).  that  the  whole 
river  between  the  American  bank  and  the  international  line,  as  well  as  all 
of  the  upland  north  of  the  present  ship  canal,  throughout  its  entire  length, 
was  "  necessary  for  the  purjioses  of  navigation  of  said  waters  and  the  waters 
i-onnected  therewith,"  that  determination  was  conchi.sive. 

??o  much  of  the  y.(Hie  covertMl  by  this  declarati<ai  as  consisted  of  fast  land 
upim  the  banks  of  the  river,  (»r  in  islands  which  were  t»rivate  [»r«»i)erty,  is,  of 
course,  to  be  paid  for.  But  the  How  of  the  strej'Ui  w;.s  in  uo  sense  private 
property,  and  there  Is  no  room  for  a  judicial  review  of  the  jmlsment  of  Con- 
gress that  the  How  of  the  river  is  not  in  excess  of  any  possible  ntvd  of  miviga- 
tion,  or  for  a  deterndnation  that  if  in  excess  the  ri])ari?'M  owners  had  any 
private  projierty  right  in  such  excess  which  must  be  paid  for  if  they  have 
been  excluded  from  the  use  of  the  same. 

That  (*ongresK  did  not  act  arbitrarily  in  dcterndning  th:it  "for  the  purposes 
4»f  navigation  of  said  waters  and  the  waters  (ronncN-ted  therewith,'*  the  whole 
tlow  of  the  stream  should  be  devoted  exclusively  to  that  end.  is  most  evident 
wlien  we  consider  the  character  c»f  this  stream  and  its  relation  to  the  whole 
problem  of  lake  navigation.  The  river  St.  Marys  Is  the  only  outlet  for  the 
waters  of  Lake  Superi(»r.  Tlie  stretch  of  water  calle<l  the  falls  and  rapids  of 
the  river  is  alxait  3.(I0()  feet  long  and  from  bank  to  bank  has  a  width  of  about 
4,(K)0  feet.  About  two-thirds  of  the  volume  of  the  stream  flows  over  the  sub- 
merged lamis  of  the  ('handler-Dunbar  (/O.,  the  rest  over  like  lands  on  the 
C'anadian  side  of  the  boundary.  The  fall  in  the  rapids  is  alxait  IH  feet.  This 
turbulent  water,  substantially  unnavlgable  without  the  artiticiai  aid  of  canals 
around  the  stream,  ccaistltutes  both  a  tremendcms  obstacle  to  navigation  and 
4ifi  equally  great  source  of  water  power  if  devote<l  to  coimnercial  purposes. 
That  the  wider  needs  of  navigation  might  not  be  hindered  by  the  presence 
in  the  river  of  the  construction  works  necessary  to  use  It  for  the  development 
<jf  water  i)ower  for  conmierclal  uses  under  private  ownership  was  the  judg- 
ment and  determination  of  Congress.     There  was  niso  present  In  the  mind  of 
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Coiif^ress  the  uec-essity  of  controlling  the  overflow  from  Lake  Superior,  which 
averages  some  64.000  cubic  feet  per  sec'ond.  That  outflow  has  great  influence 
Nith  wyum  the  water  level  of  Lake  Superior  and  also  upon  the  level  of  the  great 
system  of  lakes  below  which  receive  that  outflow.  A  difference  of  a  foot  in 
the  level  of  Lake  Superior  may  influence  adversely  access  to  the  harbors  on 
that  lake.  The  same  fall  in  the  water  level  of  the  lower  lakes  will  i>erceptibly 
affect  Mccess  to  their  iwrts.  This  wj?s  a  matter  of  international  consideration, 
f<»r  (^anndii,  as  well  as  the  lJnlte<l  States,  was  interested  in  the  control  and 
regulation  of  the  lake  water  levels.  And  so  we  And  in  the  act  of  1909  a 
nHjuest  thj't  the  I'resident  of  the  Ignited  States  will  open  negotiations  with  the 
(lovernment  of  Great  Britain — 

•*  rnr  the  i)ur|M>se  of  effectually  providing,  by  suitable  treaty,  for  maliitainlu;; 
:»ni])le  water  levels  for  the  usi»s  of  navigation  In  the  Great  Lakes  and  the 
waters  connected  therewith,  by  the  construction  of  such  controlling  and  reme- 
dial works  in  the  connecting  rivers  and  channels  of  such  lakes  as  may  be 
agreed  upon  by  the  said  (^vernnients  under  the  provisions  of  said  treaty." 

The  falls  and  rapids  are  at  the  exit  of  the  river  from  the  lake.  Millions 
of  public  money  have  already  been  expended  in  the  construction  of  canals  and 
locks,  by  this  Government  upon  the  .\meriean,  .shle,  and  b,v  the  Canadian  <;t»v 
t»rnment  upon  Its  own  side  of  the  rapids,  as  a  means  by  which  water  craft 
may  T>ass  around  the  falls  and  rapids  in  the  river.  The  commerce  using  these 
facilities  has  iucrease<l  by  le:ips  and  bounds.  The  first  canal  had  hardly  been 
tinislied  before  It  became  inadequate.  A  second  upon  the  American  side  was 
I'onstructeil  parallel  with  the  first.  The  two  together  are  insufficient  though 
the  canal  upon  the  f^anndlan  side  accommodates  much  of  the  commerce.  The 
main  purpose  of  the  act  of  1909  was  to  clear  the  way  for  generally  w^ideniug 
and  enlarging  facilities  for  the  evergrowing  commerce  of  the  Great  Lakes. 
The  act,  therefore,  looks  to  the  construction  of  one  or  more  canals  and  locks 
paralleling  those  In  use.  and  directs  a  survey — 

"  to  asi-ertaln  and  determine  the  proper  plan  »  ♦  •  for  constructing  in 
the  rapids  ♦  ♦  ♦  a  filling  basin  or  forebay  from  which  the  ship  locks  may 
be  filled." 

The  upland  belonging  to  the  Chandler-Dunbar  Co.  consists  of  a  strip  of  land 
some  2,500  feet  long  ami  from  50  to  150  feet  wide.  It  borders  upon  the  river 
<m  one  side,  and  on  the  (»ove: anient  ernial  strip  on  the  other,  lender  j>ernnts 
fnan  the  Secretary  of  War,  revocable  at  will,  it  placed  In  the  rapids,  in 
connection  with  its  upland  facilities,  the  necessary  dams,  dikes,  and  forebays 
for  the  purpose  of  controlling  the  current  and  using  its  power  for  commercial 
purposes,  and  has  been  for  some  years  engaged  in  using  and  selling  water  power. 
What  It  did  was  by  the  revocable  permission  of  the  Secretary  of  War,  and 
(»very  sn<!h  permit  or  license  was  revoked  by  the  act  of  1909.  (See  act  of 
September  19.  1890,  26  Stat.,  pp.  426,  454,  forbidding  the  construction  of  any 
<lam,  pier,  or  breakwater  in  any  navigable  river  without  permission  of  the 
Secretary  of  War,  or  the  creation  of  any  obstruction,  not  affirmatively  au- 
thor ize<l  by  law,  '*  to  the  navljcable  capacity  of  such  rivers."  See  also  the  later 
act  of  March  3,  1899,  30  Stat.,  pp.  1151,  1155.  and  United  States  v,  Rio  Grande 
Irrigation  Co.,  174  V.  S.,  690,  construing  and  applying  the  act  of  1890.)  That 
It  did  not  thereby  actpdre  any  right  to  maintain  these  constructions  In  the 
river  longer  than  the  Government  should  continue  the  license,  needs  no 
argument.  They  were  placed  In. the  river  under  a  permit  which  the  company 
knew  was  likely  to  lx»  revoked  at  at.y  time.  There  is  nothing  In  the  facts  which 
savors  of  estoppel  In  law  or  equity.  The  suggestion  by  counsel  that  the  act 
of  1909  contemplates  that  the  owner  .should  be  compensated  not  only  tor  Its 
tangible  property,  movable  or  real,  but  for  its  loss  and  damage  by  the  discon- 
tinuance of  the  company's  llcen.se  and  Its  exclusion  from  the  right  to  use  the 
water  i)ower  inherent  in  the  falls  and  rapids,  f<u*  conmierelal  pnn>oses.  is  with 
out  merit.  The  provisions  of  the  act  in  respect  of  compensation  apply  only  to 
comi)ensation  for  such  **  property  ilescrll>ed  "as  shall  be  held  private  property 
taken  for  public  uses.  Unless,  therefore,  the  water-power  rights  asserted  by 
the  Chandler-Dunbar  Co,  are  determlnetl  to  be  private  property  the  court  below 
was  not  authorized  to  award  compen.Kation  for  such  rights. 

It  is  a  little  difficult  to  imderstand  the  basis  for  the  claim  that  in  appropriat- 
ing the  upland  bordering  upon  this  stretch  of  water,  the  Government  not  only 
takes  the  land  but  also  the  great  water  power  which  potentially  exists  In 
the  river.  The  broad  claim  that  the  water  power  of  the  stream  is  appurtenant 
to  the  bank  owned  by  it.  and  not  dependent  upon  ownership  of  the  soil  over 
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which  file  river  flows  has  been  advunceil.  But  whether  this  r»'ivate  right  to 
the  use  of  the  flow  of  the  water  and  flow  of  the  stream  be  l>nsecl  upon  the 
qualified  title  which  the  company  had  to  the  beil  of  the  river  over  which  it 
flows  or  the  ownei-shlp  of  land  l^ordering  upon  the  river.  Is  of  no  prime  ira- 
IMirtance.  In  neither  event  can  there  be  said  to  arise  imy  ownership  of  the 
river.  Ownership  of  a  private  stream  wholly  upon  the  lands  of  an  Individual 
is  conceivable;  l)ut  that  the  running  water  in  a  great  navigable  stream  is 
capable  of  private  ownership  is  Inconceivable. 

Whatever  substantial  private  property  rights  exist  in  the  flow  of  the  stream 
must  come  from  some  right  which  that  company  has  to  construct  and  main- 
tain such  works  In  the  river,  such  as  dams,  walls,  dilces,  etc.,  essential  to  the 
utilization  of  the  iwwer  of  the  stream  for  commercial  purposes.  We  may  put 
out  of  view  altogether  the  class  of  cases  which  deal  with  the  right  of  riparian 
owners  upon  a  nonnavlgable  stream  to  the  use  and  enjoyment  of  the  stream 
mill  its  wjitei's.  The  use  of  the  fall  of  such  a  stream  for  the  production  of  ]>(^wer 
uuiy  he  a  reasonable  use  consistent  with  the  rights  of  those  above  and  Ijelow. 
The  ne<.*essary  dam  to  use  the  pow^^r  might  completely  obstruct  the  stream, 
hut  if  the  efTer-t  was  iu)t  Injurious  to  the  property  of  those  above  or  to  the  equal 
rljrhts  of  thosi»  below,  none  could  c«>mplalu,  since  no  public  Interest  would  be 
affe<-ted.  We  may  also  lay  out  of  <onsider;»ti<»n  ihe  <•;  ses  cited  which  de'l 
with  the  rights  of  riparian  owners  uix)n  navigable  or  nonnavlgable  streams  as 
between  each  other.  Nor  need  we  consider  cases  cited  which  deal  with  the 
rights  of  riparian  owners  under  State  laws  and  private  or  public  charters  con- 
ferring rights.  That  riparian  owners  upon  public  navigable  rivers  have  in 
addition  to  the  rights  common  to  the  public  certain  rights  to  the  use  and  en- 
joyment of  the  stream,  which  are  incident  to  such  ownership  of  the  bank,  must 
be  conceded.  These  atldltlonal  rights  are  not  dependent  ui)on  title  to  the  soil 
over  which  the  river  flows,  but  are  Incident  to  ownership  upon  the  bank. 
Among  these  rights  of  use  and  enjoyment  Is  the  right,  as  against  other  riparian 
owners,  to  have  the  strejins  couw  to  them  sni  st:!iiti:Mly  in  lis  u:  tur?'!  st5>*e. 
both  in  quantity  and  quality.  They  have  also  the  right  of  access  to  deep 
water,  and  when  not  forbidden  by  public  law  may  cimstruct  for  this  purpose 
wharves,  docks,  and  piers  In  the  shallow  water  of  the  shore.  But  every  such 
structure  in  the  water  of  a  navigable  river  is  subordinate  to  the  right  of  navi- 
gation, and  subject  to  the  obligation  to  suffer  the  consequences  of  the  Improve- 
ment of  navigation,  and  must  be  removed  if  Congress  In  the  assertion  of  Its 
^lowor  over  navigation  shall  determine  that  their  Continuance  Is  detrimental 
to  the  public  Interest  In  the  navigation  of  the  river.  (Gibson  v.  United  States, 
166  V.  S.,  269;  Transportation  Co.  r.  Chicago,  99  U.  S.,  635.  It  is  for  Congress 
to  ilecide  what  Is  an(l  what  Is  not  an  obstruction  to  navigation;  Pennsylvania 
r.  Wheeling  Bridge  Co.,  18  How.,  421 ;  Union  Bridge  Co.  r.  T^nlte<l  States,  204 
U.  S..  364;  Philadelphia  Co.  r.  Stimson,  223  U.  S.,  605,) 

To  utilize  the  rnphls  and  fall  of  the  river  which  flows  by  the  upland  of  the 
<^handler-Dunbar  Co.,  it  has  lK»en  and  will  be  ne<'essary  to  construct  and  main- 
tain in  the  river  the  structures  ne<*essary  to  control  nod  direct  the  flow  so 
that  It  may  be  use<l  for  ctmmierclal  purposes.  The  thirty-fourth  finding  of 
fact  includes  this: 

"  For  about  20  years  the  Chandler-Dunbar  Co.,  or  Its  pre<lecessors  or  some  one 
claiming  under  It,  has  been  developing  power  at  this  part  of  the  rapids.  TIds 
was  accompllshwl  by  a  short  transverse  dam  near  the  lower  boundary  of  Its 
land  extending  out  a  short  distant v  Into  the  stream  and  then  extjendlng  up 
along  the  be<l  of  the  stream  (stihstantlally)  parallel  to  the  hank  up  to  the 
bend  of  the  rai)lds.  This  dam  or  wall  toward  its  upper  end  <llverge<l  out  Into 
the  stream  the  better  t<»  dlv(»rt  water  Into  the  headrace  and  into  the  fore  hay 
formed  by  Its  lower  part.  Earlier  structures  of  this  <*haracter  were  replaced 
about  1901  by  those  more  extensive  ones  which  existed  when  this  condemnation 
was  made.  While  considerable  In  extent  and  cost,  they  are  inconsiderable  as 
compared  with  the  structures  now  proix^^^ed  to  utilize  the  whole  power,  and  they 
were,  comparatively  speaking,  along  the  bank  rather  than  across  the  stream." 

The  seventy-first  finding  of  fact  was  in  these  words : 

"All  the  development  works  ever  constructed  upon  the  Chandler-Dunbar  sub- 
merged lands  by  anyone  have  bwn  constructed  after  obtaining  from  the  Sec- 
retary of  War  a  permit  therefor,  and  each  such  permit  has  been  expressly 
revocable  by  right  of  revocation  reserved  on  its  face,  to  be  exercised  with  or 
without  cause.  Each  such  permit  was  revoked  before  the  commencement  of  this 
proceeding.* 
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• 

Upon  what  principle  can  It  be  said  that  In  requiring  the  removal  of  the 
development  works  which  were  in  the  river  upon  sufferance  Congress  has 
taken  private  property  for  public  use  without  compensation?  In  deciding  that 
a  necessity  existed  for  absolute  control  of  the  river  at  the  rapids,  Congress  has 
of  course  excluded,  until  it  chanj^es  the  law,  every  such  construction  as  a  hlo- 
dnuice  to  its  plans  and  purposes  for  the  betterment  of  navigation.  The  qualified 
title  to  the  bed  of  the  river  affords  no  ground  for  any  claim  of  a  right  to  con- 
struct and  maintain  therein  any  structure  which  Congress  has  by  the  act  of  1909 
de<'lded  In  effect  to  be  an  obstruction  to  navigation  and  a  hindrance  to  its  plans 
for  Improvement.  That  title  is  absolutely  subordinate  to  the  right  of  navigatioo 
and  no  right  of  private  property  would  have  been  invaded  if  such  submerged 
lands  were  occupied  by  structures  in  aid  of  navigation  or  kept  free  from  such 
obstructions  in  the  interest  of  navigation.  (Scranton  v.  Wheeler,  supra;  Haw- 
kins Light  House  Cases,  39  Fed.,  83.)  We  need  not  consider  whether  the  en- 
tire flow  of  the  river  is  necessary  for  the  purposes  of  navigation,  or  whether 
there  is  a  surplus  which  Is  to  be  paid  for,  if  the  Chandler-Dunbar  Co.  is  to  be 
excluded  from  the  conmiercial  use  of  that  surplus.  The  answer  Is  found  In  the 
fact  thJit  Congress  has  determined  that  the  stream  from  the  upland  taken  to  the 
international  boundary  is  necessary  for  the  purposes  of  navigation.  That  de- 
termination operates  to  exclude  from  the  river  forever  the  structures  neces 
.sary  for  the  commercial  use  of  the  water  power.  That  it  does  not  deprive  the 
Chandler-Dunbar  Co.  of  private  r>n>i)erty  rights  follows  from  the  cousideratioas 
before  state<l. 

It  Is  said  the  twelfth  sintlon  of  the  act  of  1909  authorisses  the  Secretary 
of  War  to  lease,  upon  tcM-ms  agreed  upon,  any  excess  of  water  power  whlcb 
results  from  the  <*oiiservation  of  the  flow  of  the  river  and  the  works  which 
the  Government  may  construct.  This,  it  is  said,  is  a  taking  of  private  prop- 
erty for  commercial  uses  and  not  for  the  Improvement  of  navigation.  But 
aside  from  the  exclusive  public  puri)ose  declared  by  the  eleventh  section  of  the 
net.  the  twt*lftli  s<v  tioii  <lechires  that  the  conservation  of  the  flow  of  the  river 
is— 

"primarily  for  the  benefit  of  navigation  and  Incidentally  for  the  purpose  of 
liavlng  the  water  power  developed,  either  for  the  direct  use  of  the  United 
States  or  by  lense     ♦     ♦     *     through  the  Secretary  of  War." 

If  the  primary  puriKjse  is  legitimate,  we  can  see  no  sound  objection  to  leas- 
ing any  excess  of  ]>ower  over  the  needs  r>f  the  Government.  The  practice  is  not 
unusual  In  icspert  to  similar  public  works  constructed  by  State  governments. 
In  KauU.Muna  (^).  r.  Green  Ray,  etc..  Canal  (142  U.  S..  254,  273).  respecting  8 
Wisconsin  act  to  which  this  objection  was  nuuie,  the  c(»urt  .said : 

••  Hut  If.  in  the  ere*  t ion  of  a  pnblU*  dam  f(»r  a  re4*og!nze<l  pid>lic  puriHjse,  there 
is  necessarily  produ<(»<l  a  sur]»his  «if  water  v inch  may  properly  be  used  for 
manufacturiitir  jmrposes,  thvre  is  no  sound  reason  why  the  State  may  not  retaio 
to  itself  the  power  of  controlling  or  disiK)siiig  of  such  water  as  an  Inciilent  of 
its  right  to  make  sucli  improvement.  ln<lewl,  it  ndght  beeome  very  necesssary 
to  retain  the  disjiosition  of  it  in  its  own  hands  in  order  to  preserve  at  all 
times  a  sutiicien!  sup])ly  for  the  pin'poscs  of  navigation.  If  the  riparian  owners 
were  allowcnl  t<i  tap  the  pond  at  ditTerent  places  and  draw  off  tlie  water  for 
their  (n\i\  use.  serious  c<aise<|nences  might  arise  not  only  In  c<mnection  with  the 
publie  demand  for  th<»  pur[M)ses  of  navigation  but  between  the  riparian  owner* 
themselves  as  to  the  projier  proiK)rtion  each  was  entitled  to  draw — controver- 
sies whi<ii  could  only  be  avoicU^l  by  the  State  reserving  to  itself  the  Inunedlatr 
supervision  of  the  entire  supply.  As  there  is  no  neecl  of  the  surplus  runniiut 
to  waste,  there  was  nothi'ig  ol)je<tlonjd»Ie  in  permitting  the  State  to  let  out  the 
u.se  of  it  to  private  parties  antl  tlins  reiml»urst»  itself  for  the  expenses  of  rh«? 
improvement." 

It  is,  at  be.«5t.  not  clear  how  the  CInuuIIer-Dunbar  Co.  ran  be  heard  to  obje'-t 
to  the  selling  of  any  excess  of  water  power  which  may  result  from  the  c-on- 
struction  of  such  controlling  or  remedial  works  as  shall  he  found  advisable  f«»r 
the  improvement  of  navigation,  inasnnich  as  it  had  no  property  right  in  the 
river  which  had  l)een  *'  taken."  It  has.  therefore,  no  interest  whether  the 
Government  ]>ernnt  the  excess  of  power  to  go  to  waste  or  make  It  the  menni^  of 
producing  some  return  upon  the  great  expenditure. 

The  conclusion,  therefore,  Is  that  the  court  below  erred  In  awarding  $550jODQ!» 
or  an  other  sum,  for  the  value  of  what  Is  calle<l  "raw  water,"  that  Is,  th^ 
present  money  value  of  the  rapids  and  falls  to  the  Chandler-Dunbar  Co.  «» 
riparian  owners  of  the  shore  and  appurtenant  submerged  land. 
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Coming  now  to  the  award  for  the  upland  taken : 

The  court  below  awarded  to  the  Chandler-Dunbar  (Jo.  on  thi»  account : 

(a)  For  the  narrow  strip  of  upland  bordering  on  the  river,  having  jin 
area  of  something  more  than  8  acres,  excluding  the  smnll  parcels 
described  in  the  pleadings  and  judgment  as  claims  95  and  90, 
$65,000,  less  7  per  cent  of  that  sum  on  account  of  Portage  Stre(*t, 
which  the  court  later  found  belonged  to  the  United  States  and 

not  to  that  company $00,450 

(6)  For  the  small  parcels  covered  by  claims  95  and  96 .    .  _     25, 0(X) 

(c)  For  a  half  interest  in  lot  on  bridge  property __  388 

These  ji wards  include  certain  sums  for  special  values.  The  value  of  the 
npl  11(1  strip,  fi>cMl  at  $00.4.')!).  was  arrived  at  in  this  manner: 

in)  For  its  value,  including  railroad  sidetracks,  buildings,  and  i  able  ter- 
minal. Including  also  its  use — 

•*  wholly  dlsconnci'ted  with  power  development  or  public  improvement — that  is 
to  say.  for  all  general  purjwses,  like  residences  or  hotels,  factory  sites,  discon- 
nected with  water  i)ower,  etc. — $20,000." 

(b)  F\)r  use  as  factory  sltt» — 

*•  in  con:  ectinn  with  the  de\elopment  ol"  O/iOO  horsf»j)ower,  either  as  a  single  site 
or  for  several  factories  to  use  the  surplus  of  6,500  horsepower  not  now  U8e<l  in 
the  city,  an  additional  value  of  $20,000." 

(c)  For  use  for  canal  and  lock  purposes,  an  additional  value  of  $25,000. 
The  small  parcels  constituting  claims  95  and  JK5  were  valued  at  $25,000. 
These  two  parcels  seem  to  have  been  connected  by  a  costly  fill.    They  fronted 

upon  deep  water  above  the  head  of  the  rapids.  They  had  therefore  a  special 
value  for  wharves,  docks,  ete..  and  had  been  so  used.  The  gross  sum  awarded 
included  the  following  elements: 

(«)  For  general  wharfage,  dock,  and  warehouse  purposes.  dis<'oimecte<l  with 
tievelojnnent  of  power  in  the  rapids,  $10.0(K). 

(h)  For  its  .special  value  f()r  canal  and  lock  purposes,  an  additional  sum 
cif  $10,000. 

(c)  In  connection  with  the  canal  along  the  rapids,  if  used  as  a  part  of  the 
development  of  4,500  (6,500)  horsepower,  an  additional  value  of  $5,000. 

The  United  States  excepted  to  the  additional  value  allowed  in  conseiiuence 
of  the  availability  of  these  parcels  in  connection  with  the  water  iniwer  sup- 
posed to  be  the  property  of  the  Chandler-Dunbar  Co.,  and  supposeil  to  have 
been  taken  by  the  Government  in  this  ease.  It  also  excepted  to  so  much  of 
the  awards  as  constituted  an  additional  value  by  reason  of  availability  for 
Jock  and  canal  purposes. 

These  exceptions,  so  far  as  they  complain  of  the  additional  value  to  be 
attached  to  these  parcels  for  use  as  factory  sites  in  connection  with  the  de- 
velopment of  horsepower  liy  the  ('hj'ndlpr-Dunhar  Co.,  must  he  sustained. 
These  "  additional "  values  were  based  upon  the  erroneous  hyi)othesls  that  that 
company  had  a  private  property  interest  in  the  water  power  of  the  river,  not 
possibly  needed  now  or  in  the  future  for  purposes  of  navigation,  and  that  that 
excess  or  surplus  w^ater  was  capable,  by  some  extension  of  their  works  already 
in  the  river,  of  producing  6,500  horsepower. 

Having  decided  that  the  Chandler-Dunbar  (/O.  as  riparian  owners  had  no 
such  vested  proi)erty  right  in  the  water  jxnver  inherent  in  the  falls  and  rapids 
of  the  river,  and  no  right  to  place  in  the  river  the  works  essential  to  any 
practical  use  of  the  flow  of  the  river,  the  Government  can  not  be  justly  requirell 
to  pay  for  an  element  of  vsilne  whi<'h  did  not  inhere  in  these  parcels  as  up- 
land. The  Government  liad  dominion  over  the  water  power  of  the  rapids  and 
falls  and  can  not  be  required  to  pay  any  hypothetical  additional  value  to  a 
riparian  owner  who  had  no  right  to  appropriate  the  current  to  his  own  com- 
mercial use.  These  additional  values  represent,  therefore,  no  actual  loss  and 
there  would  be  no  j\istiee  in  paying  for  a  loss  suffereil  by  no  one  in  fact. 

"  The  requirement  of  the  fifth  amendment  Is  satisfied  when  the  owner  Is 
I>aid  for  what  is  taken  from  him.  The  question  is  what  has  the  owner  lost, 
and  not  what  has  the  taker  gained.  (Boston  Chamber  of  Commerce  r.  Boston. 
217  U.  S.,  189,  194,  195.)" 

Neither  can  consideration  be  given  to  probable  advancement  in  the  value  of 
such  riparian  property  by  reason  of  the  v^orks  to  be  constructed  in  the  river 
by  the  Government,  or  the  use  to  which  the  flow  of  the  stream  might  be  directed 
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by  the  Governiiient.  The  value  should  be  fixed  as  of  the  date  of  th*»  procee<l- 
ings  and  with  reference  to  the  loss  the  owuer  sustains,  considering  the  proft- 
t'rty  in  its  condition  and  situation  at  the  time  it  is  taken  and  not  as  enhanced 
by  the  puriwse  for  which  it  was  taicen.  (Kerr  v.  Park  Commissionera.  117 
r.  S.,  379,  387;  Shoemaker  v.  United  States,  147  U.  S..  282.  304,  3<)5.) 

The  exception  taken  to  the  inclusion  as  an  element  of  value  of  the  aivail- 
nbility  of  these  parcels  of  land  for  lock  and  canal  purpost*s  must  be  overrule-! 
That  this  land  had  a  prospective  value  for  the  purpose  of  <'onstructin;?  a  cannl 
an<l  lock  parallel  with  those  in  use  had  passed  beyond  the  region  of  the  pureb' 
<*tmjectural  or  speculative.  That  one  or  more  additional  parallel  canals  ami 
locks  would  be  needed  to  meet  the  increa^ng  demands  of  lake  traffic  was  an 
immediate  pi*obabllity.  This  land  was  the  only  land  available  for  the  purpose. 
It  Included  all  the  land  betwtH»n  the  canals  In  use  and  the  bank  of  the  river. 
Although  It  is  not  proper  to  estimate  land  condemned  for  public  purposes  by 
the  public  necessities  or  its  worth  to  the  public  for  such  purpose,  it  is  proper  to 
consider  the  fact  that  the  property  is  .so  situated  that  it  will  probably  be  desired 
ind  available  for  such  a  purpose.  (Lewis  on  Eminent  Domain,  sec  707;  Pat- 
terson t\  Boom  Co.,  98  U.  S..  403.  408 ;  Shoemaker  v.  United  States,  147  U.  S., 
282;  Young  v,  Harrison,  17  Ga.,  30:  AUoway  r.  Nashville,  88  Tenn.,  510;  Sargent 
?*.  Merrlmac,  196  Mass.,  171.)  Patterson  r.  Boom  Co.  was  this:  A  boom  com- 
pany sought  to  condemn  three  small  islands  in  the  Mississippi  River  so 
situated  with  reference  to  each  other  and  the  river  bank  as  to  be  peculiarly 
adapted  to  form  a  boom  a  mile  in  length.  The  question  in  the  case  was 
whether  their  adaptability  for  that  purpose  gave  the  property  a  special  value 
which  might  be  considered.  This  court  held  that  the  adaptability  of  the  land 
for  the  purposes  of  a  boom  was  an  element  which  should  be  considered  in 
estimating  the  value  of  the  lands  condemned.  The  court  said,  touching  the 
rule  for  estimating  damages  in  such  cases : 

"  So  many  and  varied  are  the  circumstances  to  be  taken  into  account  in 
determining  the  value  of  property  condeniiie<l  for  public  ruinw^f^'s  thnt  It  Is 
l)erhaps  impossible  to  formulate  a  rule  to  govern  Its  appraisement  In  all  <-ases. 
Kxcepti<mnl  circumstances  will  nuKlify  the  njost carefully  guarded  rule,  but  as 
H  general  thing  we  should  say  that  the  comi)ensntion  to  the  owner  is  to  l>e 
estimated  l>y  reference  to  the  uses  for  which  the  projierty  is  suitable,  having; 
regnrd  to  the  existing  business  or  wants  of  the  c(»mnuniity  or  such  as  may  l» 
reasonably  exi)ecte<l  In  the  immediate  future." 

In  Shoemaker  r.  United  States,  supra,  lands  were  condiMunefl  for  park  pur- 
))oses.  In  the  court  below  the  commissioners  were  instructe<l  to  estimate  each 
piece  of  land  at  its  market  value  and  that  "  the  market  value  of  the  land  in- 
cludes Its  value  for  any  use  to  which  It  may  l^e  i)Ut  and  all  the  uses  to  which 
it  is  adapted,  and  not  merely  the  condition  In  which  it  Is  at  the  present  time 
and  the  use  to  which  if  is  now  applied  by  the  owner;  ♦  *  ♦  that  if.  by 
reason  of  Its  location,  Its  surroundings,  its  natural  advantages.  Its  nrtifirial 
Improvement,  or  Its  Intrinsic  character,  it  is  peculiarly  adapted  to  some  par- 
ticular use — e.  g.,  to  the  use  of  a  public  park— all  the  circumstances  -which 
make  up  this  adaptability  may  l>e  shown,  and  the  fact  of  such  adaptation  may 
be  taken  into  consideration  In  estimating  the  comi>en8atlon." 

The  court  approve<l  this  Instruction. 

The  Chandler-Dunbar  Co.  has  also  assigne<1  as  error  the  denial  of  any  awani 
on  account  of  a  p(»rtion  of  Portage  Street  to  which  it  claimed  title.  The  title 
to  that  parcel  has  never  passed  out  of  the  United  States.  It  was  a  part  of  a 
street  laid  off  by  a  survey  made  of  the  village  of  Sault  Ste.  Marie,  a  town  which 
had  grown  up  on  public  land  of  the  l'nlte<l  States.  But  that  survey  was  never 
carried  into  a  patent  and  the  village  never  accepted  this  part  of  the  street. 
Thus  abandoned,  it  was  occupied  for  a  time  by  the  (Chandler-Dunbar  Co.,  hut 
not  long  enough  to  acquire  title.  The  court  did  not  err  in  holding  that  the 
<'<impany  had  acquired  no  title  and  that  title  was  already  In  the  ITnlted  States. 

The  award  to  the  St.  Marys  Power  Co.  as  owner  of  island  No.  5  Is  excepted 
to.  The  value  of  that  Island  was  fixed  at  $21,(X)0.  That  amount  was  reached. 
as  shown  by  the  seventieth  finding  of  fact,  in  this  manner: 

fff)  As  a  base  value,  for  general  purposes,  as  for  a  cottage  or  fishing 

station $1.  000 

ib)  As  a  strategic  value,  growing  out  of  the  extent  to  which  it  may  con- 
trol or  block  the  most  available  developments  by  upstream  owners,  15, 000 

<c)  As  an  additional  value,  by  reason  of  Its  special  suitability  for  lock 

or  canal  purposes 5.000 
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Tills  Island  No.  r>.  otherwls^e  known  iis  Ostiawano  Island,  is  on  the  American 
*'dKe  of  the  rapids  and  below  the  Ohandler-Dunbar  property  and  opposite  that 
part  of  the  shore  belonging  to  the  United  States.  It  has  an  area  of  about  one- 
tliird  of  an  acre.  The  (Hiurt  found  that  it  had  no  appreciable  water  power 
which  was  in  any  sense  appurtenant,  and  so  no  allowance  was  made  on  that 
;trc<»unt.  HcH'MUse  none  was  made  tho  St.  Marys  Power  <'o.,  sue«l  out  a  writ  of 
terror.  The  reasons  which  have  induced  us  to  deny  such  an  allowance  in  re- 
s\)ert  of  upland  uihhi  the  bank  of  the  river  require  the  assignment  referreil  to 
TO  be  held  bad.  The  court  below  held,  however,  that  the  island  ^had  value  in 
other  ways,  lieing  thos<»  mentioned  above.  In  res|»ei't  to  the  allowjuice  of 
.S15,00t)  as  its  "  strategic  value  "  the  court  l>elow  in  Its  opinion  said  : 

"  <^wing  to  its  location  this  property  had,  and  always  has  had,  a  strategic 
v.Mlue  with  reference  to  any  general  scheme  of  water  development  In  the  river 
and  because  it  must  be  included  as  a  tailrace  site,  if  not  otherwise,  in  any  com- 
pletely efficient  plan  of  development  by  any  owner,  private  or  public.  This  value 
Is  denied  becau.se  it  Is.  as  Government  counsel  say,  of  the  "  hold  up  "  character. 
It  should  not  be  permitted  to  assume  the  latter  character,  nor  should  the  fair 
>strategic  value  be  denied  because  there  might  be  an  attempt  at  exaggeration  or 
abuse.  I  fix  this  so-called  strategic  value  at  $10,000  (afterwards  raised  to 
^15,0<K)).  and  It  should  be  awarded  under  the  circumstances  of  this  ca.se  to 
\vhonjsj>ever  the  owner  may  be." 

Thl«  allowance  has  no  solid  basis  upon  which  it  may  stand.  That  the  proiv 
<?rty  may  have  to  the  public  a  greater  value  than  its  fair  market  value  affords 
no  just  criterion  for  estimating  what  the  owner  should  receive.  It  is  not  proper 
to  juti'ibute  to  It  any  part  of  the  value  which  might  result  from  a  consideration 
of  its  value  as  a  necessary  part  of  a  comprehensive  system  of  river  improvement 
which  should  include  the  river  and  the  upland  upon  the  shore  adjacent.  The 
ownership  is  not  the  wime.  The  principle  applied  in  Boston  Chamber  of  Com- 
merce i\  Boston  (217  U.  S.,  189)  is  applicable.  In  that  case  it  appeared  that 
^>ne  person  owned  the  land  condemned  subject  to  servitudes  to  others.  It  was 
.^>nght  to  have  damages  assessed  upon  a  bill  in  which  all  of  the  interests  joined 
for  the  puriK»se  <»f  having  :i  lump  sum  awarded,  to  be  divided  as  the  parties 
might  or  had  agreed.  If  this  c<nild  be  done,  it  was  agreed  that  the  estate, 
i'onsidered  as  the  sole  unencumbered  estate  of  a  single  per.son,  was  worth  many 
times  more  than  If  the  damage  should  \\e  assessed  according  to  the  condition 
<»f  the  title  at  the  time.  This  court  held  that  the  requirement  of  compensation 
when  l.-inil  Is  taken  for  a  public  punM>se  *' does  not  require  a  disregard  of  the 
mode  of  ownership.  It  does  not  require  a  parcel  of  land  to  be  valued  as  an  un- 
<?ncumbered  whole." 

The  "  strategic  value  "  for  which  $15,(XX)  has  been  allowed  Is  altogether  specu- 
lative. It  is  based  not  upon  the  actual  market  value  for  all  reasonable  uses  and 
^temands  but  the  possible  worth  of  the  property  to  the  Government. 

A  "  strategic  value  "  might  be  realized  by  a  price  fixed  by  the  necessities  of 
<ine  person  buying  from  another,  free  to  sell,  or  refuse,  as  the  price  suited.  But 
in  a  condemnation  proceeding  the  value  of  the  property  to  the  Government  for 
its  particular  use  is  not  a  criterion.  The  owner  must  be  compensated  for  what 
is  taken  from  him,  but  that  is  done  when  he  is  paid  its  fair  market  value  for 
:rM  available  uses  and  purposes.  (Lewis,  Eminent  Domain,  3d  «!.,  sec.  706; 
Mr»ulton  r.  Newbury  Water  Co.,  1^7  Mass..  163.  1(>7 ;  TTnited  States  r.  Seufert 
Bros.  Co.,  78  Fe<l..  520;  Alloway  r.  Nashville.  88  Tenn.,  510.  514;  Unite<l  States 
r.  Honolulu  Co..  11>2  Fe<l..  581.) 

The  exception  must  be  sustained. 

One  other  assignment  by  the  St.  Marys  Power  Co.  ne84ls  to  be  sj>e<'lall.v 
noticed.  The  title  to  Oshawano  Island  Is  in  lltigatbm  between  the  Tnlte*! 
States  and  the  St.  Marys  Power  ('o.  For  this  reason  the  aw;«rd  to  that  <*oni- 
yaniy  was  ordere<l  to  remain  in  the  registry  of  the  court  until  that  litigation 
was  ende<l.  The  St.  Marys  Power  Co.  <*ontends  that  when  the  Tnlted  States 
sought  the  condemnation  of  the  proiierty  In  this  prcK'ee<llng  It  thereby  i-on- 
i'lMled  the  title  to  be  In  it.  But  the  pleiulings  show  that  no  such  concession 
was  made.  The  state  of  the  title  and  of  the  pending  litigation  was  set  up,  and 
V. (»  think  }»ll  rltrlits  were  thereby  reserve<l. 

The  assignments  of  ernn*  by  the  Michigan  Lake  Sui)erior  Power  (^o.  nnist  be 
4»verr\!leil.    No  property,  real  or  hypothetical,  has  been  taken  from  it. 

other  iisslgnments  of  error  by  one  or  another  of  the  several  plaintiffs  In  error 
need  n<»t  be  s|)e<'ially  noticed.  They  are  all  overruleil  as  either  covere<l  by  the 
views  we  have  expresse<l  or  as  having  no  merit. 
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The  jutljnnent  of  the  court  below  must  be  reversed  and  the  cases  remanded 
with  direction  to  enter  a  judgement  In  accorclnnce  with  the  opinion. 
True  copy. 
Test: 


Clerk  Supreme  Court  United  States. 

Mr.  EscH.  Does  your  canal  cross  the  barge  canal  on  the  same 
level  ? 

Mr.  BowEN.  That  is  a  question  still  to  be  determined,  Mr.  £sch. 
I  believe  it  can  be  done,  but  my  engineers  do  not  all  agree  with 
me  yet. 

Mr.  Parker.  The  Scientific  American  says  not. 

Mr.  BowEN.  When  Senator  Bui'ton  was  so  prominently  conneote«l 
with  the  wati*r- power  development  and  the  chairman  of  tlie  com- 
mittee that  treated  of  the  subject  a  few  years  ago,  he  made  this 
extraordinai-y  statement  in  regard  to  the  financing,  and  it  is  very 
true  and  put  in  such  terse  language  that  those  who  run  can  under- 
stand.   He  says  in  his  report,  his  final  report : 

If  we  assume  the  actual  net  savinif  in  producing  1  ijoi'si'|M)wcr  per  >enr  by 
tlie  use  of  falling  water  to  be  $20  over  wluit  it  would  cost  to  pnnluce  the  same 
unit  of  power  by  the  use  of  coal,  and  capitalize  this  amount  ou  a  basis  to  earn 
10  per  cent  per  annum,  it  wouUl  api)ear  that  In  developinjr  a  water  |>o\ver  an 
investment  of  $200  per  horsepower  in  excess  of  the  cost  of  a  steam  [ilant  capable 
of  prcMluciug  the  same  output  would  be  .1u8titie<l. 

So  as  the  most  economical  development  of  steam  power  costs  in 
the  neighborhood  of  $50  a  horsepower^  this  would  warrant  an  ex- 
penditure of  $250  a  horsepower,  and  in  our  particular  case  we  will 
got  along  with  a  good  deal  less  than  half  of  that  allowed  investment 
of  money  as  capital  in  the  development  of  the  power.  I  only  speak 
of  that  to  show  that  we  can  do  all  of  this  public  service  free — ^navi- 
gation, sanitation,  stoppage  of  floods — a  thousand  and  one  different 
things  that  will  be  for  the  public  benefit,  and  still  the  total  cost  of 
the  investment  will  come  within  about  50  per  cent  of  what  Senator 
Burton  says  is  an  allowable  investment. 

Xow,  it  has  been  sugge^-ted  that  it  vvill  be,  especially  in  these  times, 
easy  to  g  t  a  change  in  the  treaty  with  Canada,  and  f  only,  as  a 
matter  of  passing  interest,  will  indicate  to  you  what  could  be  accom- 
plished at  the  Falls  if  the  treaty  were  changed  and  a  volume  of 
water  used  for  power  that  woul^  not  interfere  with  the  gi'andeur 
of  the  Falls  or  any  question  that  is  vital  to  the  whole  subject.  Under 
a  possible  new  treaty  with  Canada  which  might  be  made  both  coun- 
tries together  could  save  the  scenic  grandeur  of  the  Falls  and  still 
use  80  per  cent  of  the  water  for  power,  or  176,000  cubic  feet  per 
second,  which  at  30  horsepower  per  cubic  foot  would  produce 
5,^280.000  horsepower,  or  2,640,000  norsepower  on  our  side  of  the 
boundary,  which  means  an  additional  development  of  2,380,000  horse- 
j)ower  safely  to  be  added  to  our  industrial  life. 

Xow  that  needs  a  word  of  explanation,  and  it  will  be  easy  for  you 
to  lealize  what  I  mean  by  reference  to  the  geologic  atlas  that  has  been 
published  by  the  Government,  and  in  which  it  describes  how  mu^ 
water  goes  over  each  fall,  the  American  Fall  and  the  Canadian  Fall: 
and  it  shows  that  only  5  per  cent  of  the  total  water  goes  over  the 
American  Fall.  And  allowing  that  5  per  cent  for  the  American  side, 
which  is  sufficient.  IxK^anse  the  American  Fall  is  just  as  beautiful  in 
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scenic  grandeur  as  the  Canadian — and  allowing,  say,  15  per  cent 
for  the  Canadian  side,  which  would  be  ample  when  it  would  be 
spread  out  by  a  proper  construction  of  concrete  work  above  the 
fall,  that  would  also  stop  the  erosion  that  is  now  so  dangerous,  the 
15  per  cent  on  the  Canadian  side  and  5  per  cent  on  the  American 
side,  20  per  cent,  would  leave  80  per  cent  that  could  be  used  safely 
for  power — and  not  only  safely,  but  it  would  add  so  immeasurablv 
to  the  safety  of  the  Falls.    The  Falls  now,  it  shows  here,  are  going 
back — Horseshoe  Fall — 5  feet  a  year  on  the  average,  and  years  ago 
Mr.  Randolph — who,  by  the  way,  is  one  of  the  greatest  engineers  in 
the  world — conceived  the  idea  of  stopping  that  erosion  and  spread- 
ing the  waters  of  the  Fall  by  building  cable  ways  across  from  (loat 
Island  to  the  Canadian  shore  for  the  purpose  of  conveying  immense 
reinforced  concrete  blocks  that  would  be  dropped  from  the  cable 
ways  into  the  center  where  now  it  is  so  deep  and  dangerous,  and 
by  gradually  filling  up  the  center  the  water  would  be  stopped  from 
wearing  away  there,  and  at  the  same  time  would  stop  or  spread  the 
waters  so  as  to  make  the  beauty  even  greater  than  it  is  at  present. 
And,  Mr.  Chairman,  there  is  a  lithograph  in  which  that  feature  is  set 
forth.    You  will  notice  there  that  1  have  had  inserted  right  at  the 
center  of  the  Canadian  Fall  a  pier  with  a  lighthouse — which,  by  the 
way,  would  be  immediately  on  the  i)iternational  boundary  and  would 
bo  a  matter  of  attractive  interest  for  all  tourists,  as  well  as  a  safety 
measure  that  could  enable  us  to  spread  the  waters.    You  may  think 
I  am  a  dreamer  about  those  matters,  but  they  are  perfectly  simple. 
[Showing  illustration  of  Niagara  Falls.]     I  would  make  reference 
here  to  this  Niagara  folio,  which  I  think  each  one  of  you  individu- 
ally would  desire  to  have  in  your  library  at  home.     It  was  pub- 
lished a  few  years  ago  and  is  a  most  magnificent  volume.  No.  190  of 
the  Geological  Survey,  Niagara  Folio,  published  in  1913. 

At  present,  on  account  of  the  use  of  about  10,000  cubic  feet  of 
water  from  Lake  Michigan  at  Chicago,  Canada  is  allowed  by  treaty 
to  use  for  power  36.000  cubic  feet  per  second  at  the  Falls,  whereas 
for  power  we  are  allowed  only  20,000  cubic  feet.  You  will  notice 
that  10,000  added  to  the  20.000  would  make  30,000,  and  that  leaves 
6,000  still  which  we  will  claim  for  navigation  and  sanitation,  making 
our  power  water  more  equal  to  that  on  the  Canadian  side.  But  the 
treaty  says  that  the  amount  for  sanitation  and  navigation  is  not 
included  in  the  20  000,  so  that  as  6,000  cubic  feet  per  second  is  a  rea- 
sonable amount  for  those  purposes,  and  the  same  water  can  be 
used  also  for  power,  the  6,000  feet  extra  will  produce  180,000  hoi'se- 
power  in  addition  to  what  can  be  produced  by  the  20,000;  and  that 
amount  of  power  will  be  a  total  loss  unless  it  be  used  for  sanitation 
and  navigation,  meaning  that  these  power  companies  at  the  Falls 
are  not  using  it — could  not  use  it  because  they  could  not  use  it  for 
those  purposes.  They  could  only  use  the  20,000  feet.  In  order  to  be 
perfectly  fair  to  these  companies  at  the  Falls  I  want  to  explain  one 
tiling  here.  In  addition  to  this  260.000  horsepower  that  they  arc 
making,  it  will  be  possible  for  a  further  development  below  the 
Falls  to  be  carried  out  by  means  of  a  tunnel  that  will  carrv  water 
from  the  pool  below  the  Falls  down  to  what  is  called  the  Devils 
Hole,  and  there  they  can  get  a  fall  of  90  feet  and  use  the  water 
that  they  have  used  once — use  it  over  again  in  that  90-foot  fall, 
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thereby  adding  to  this  260,000  horsepower.  I  speak  of  that  simply 
out  of  fairness — something,  that  has  been  thought  of,  and  a  bill  for 
that  purpose  has  been  inti*oduced  by  Senator  Wadsworth  in  the 
Senate. 

I  am  informed  by  a  New  Englander  that  it  has  been  customary 
there  in  developing  new  high  heads  to  combine  the  little  falls,  the 
little  developments,  into  one  large  one  and  settle  equitably  with  them 
by  giving  to  each  as  much  power  from  the  new  development  as  they 
were  able  to  make  in  their  old  plants  at  cost.  So  I  suppose  the  knowl- 
edge of  that  custom  led  Gen.  Keller  to  tell  me  last  spring  that  we 
should  take  over  the  two  power  companies'  water  rights,  if  any,  at 
the  Falls,  and  settle  with  them  by  delivering  at  cost  to  them  as  much 
power  as  they  now  make  with  their  little  developments,  so  that  per- 
manently they  can  serve  their  customers  and  carry  out  their  contracts. 
And  that  is  our  intention  and  has  been  included  in  a  proposed  bill 
that  was  drawn  up  some  time  ago.  They  are  tenants  by  sufferance 
only,  having  revocable  leases  that  terminate  July  1  next.  Their 
plants  can  run  right  up  to  the  time  of  our  furnishing  them  the  power 
from  the  large  development,  so  no  valuable  use  will  be  interfered  with 
at  all.  Whether  the  old  plant  should  be  scrapped  then  can  then  be 
determined. 

In  this  connection  let  it  be  remembered  that  they  can  not  use  more 
water  under  the  treaty  for  sanitation  and  are  confined  to  the  use  of 
20,000  cubic  feet. 

In  consultation  last  summer  in  regard  to  these  matters  with 
Senator  Husting,  who  took  a  deep  interest  in  such  matters  of  water- 
power  development,  he  suggested  changes  in  the  draft  of  a  bill  for 
that  purpose,  and  whether  or  not  this  committee  would  like  to  have 
included  in  this  hearing  that  bill  which  was  then  drafted,  I  leave  to 
the  chairman  to  state.  It  is  immaterial  to  me,  but  I  think  that  it 
contains  the  whole  gist  of  the  matter,  and  was  approved  by  Senator 
Husting,  who  was  a  deep  student  of  the  matter. 

The  Chairman.  You  might  submit  it  as  part  of  your  hearings  if 
you  wish  it  to  go  in. 

Mr.  BowEN.  V ery  well,  I  will  do  so. 

The  Chairman.  Of  course  we  are  considering  general  legislation  in 
all  these  matters,  not  any  particular  project. 

Mr.  BowEN.  And  it  is  only  with  reference  to  this  as  an  example 
that  I  am  proceeding,  Mr.  Chairman,  and  I  call  attention  to  its 
sanitation  and  recapture  clauses  especially. 

(The  paper  referred  to  follows:) 

AN  ACT  OrantiDg  to  the  Erie  and  Ontario  Sanitary  Canal  Company  rights  to  coastmet 
and  maintain  a  ship  canal  from  Lake  Erie  to  Lake  Ontario,  not  detrimental  to  the  »«£' 
grandeur  of  Niagara  Falls,  for  the  improvement  of  navigation,  stoppage  of  poUatJoi)  c- 
mternational  waters,  and  other  purposes  Incident  thereto. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  Stai& 
of  America  in  Congress  assembled,  That  the  assent  of  Ck>ngres8  is  hereby  givesi 
to  the  Erie  and  Ontario  Sanitary  Canal  Company,  a  corporation  created  aaf 
organized  under  the  laws  of  the  State  of  New  York,  its  successors  and  assi?s^ 
to  erect,  construct,  operate  and  maintain  a  ship  canal  for  the  improvement  of 
navigation,  upon  which  no  tolls  for  such  navigation  shall  be  charged,  startinf 
from  Lake  Erie  at  or  near  Seneca  Shoal  near  Smokes  Creek,  city  of  LiScka- 
wanna,  New  York,  running  thence  easterly  and  northerly  through  the  towE- 
shlps  of  Hamburg,  West  Seneca,  Cheektowaga  and  Amherst  In  Erie  County,  an'' 
the  townships  of  Pendleton,  Lock  Port  and  Newf ane  In  Niagara  County,  to  La^ 
Ontario  at  or  near  Olcott  Harbor,  New  York,  with  lateral  branches  thereto: 
and  as  incident  thereto  to  construct,  operate,  and  maintain  power  stations  in  cos- 
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nection  therewith,  with  suitable  accessories  for  the  development  of  waterpower, 
and  the  generation,  u^e,  and  transmission  therefrom  of  electrical  energy  and 
power  to  be  derived  from  the  use  of  twenty  thousand  cubic  feet  of  water  per 
second  allowed  by  the  treaty  with  Great  Britain  for  power,  together  with  six 
thousand  cubic  feet  of  water  ifer  second,  measured  at  the  head,  further  allowed 
by  Article  V  of  said  treaty  for  sanitation  and  navigation : 

Provided,  That  said  Erie  and  Ontario  Sanitary  Canal  Company  shall  build 
coincidentally  with  the  constructidh  of  said  ship  canal  and  appurtenances,  at 
locations  approved  by  the  Secretary  of  War,  locks  with  their  appurtenances  of 
such  a  kind  and  size  as  shall  conveniently  and  safely  accommodate  the  present 
and  prospective  commerce  of  the  Great  Lakes ;  said  ship  canal  and  locks  shall 
be  so  designed.  locate<l,  constructed,  and  equipped  as  to  permit  at  all  times  dur- 
ing: the  season  of  navigation  and  at  all  stages  of  water,  the  safe  and  convenient 
navigation  of  steamboiats  and  other  vessels : 

And  provided  further.  That  detailed  plans  for  the  construction  and  operation 
of  said  ship  canal,  locks  and  appurtenances  shall  be  submitted  to  and  approved 
by  the  Secretary  of  War  before  the  commencement  of  any  portion  of  said  work, 
and  they  shall  be  so  constructed  under  the  supervision  of  some  engineer  ofiicer 
of  the  Army  designated  for  that  purpose;  and  that  after  the  approval  of  the 
Secretary  of  War  of  said  plans,  no  deviation  therefrom  shall  be  made  without 
the  prior  approval  of  any  such  deviation : 

And  provided  further.  That  said  Erie  and  Ontario  Sanitary  Canal  Company 
shall  extinguish  the  water  rights  of  the  two  power  companies  now  diverting 
water  at  Niagara  Falls,  and  compensate  them  by  delivering  an  amount  of  elec- 
trical energy  equal  to  that  which  they  can  now  develop  with  their  present  plants 
and  allowance  of  water  at  cost  of  production,  or  by  payment  in  money ;  and  for 
the  paramount  purpose  of  navigation,  and  for  the  purpose  of  extinguishing  said 
water  rights  of  said  companies  and  of  acquiring  property  necessary  to  be  taken 
for  the  purposes  of  the  canal,  said  Erie  and  Ontario  Sanitary  Canal  Company 
is  hereby  vested  with  the  power  of  eminent  domain  and  the  right  to  exercise  the 
same  in  the  name  of  the  United  States  in  Federal  courts ;  but  the  United  States 
shall  not  be  held  to  have  Incurred  any  liability  to  pay  for  property  so  taken  oi 
the  rights  of  said  two  power  companies  or  for  any  damages  to  persons,  firms,  or 
corporations;  when  said  ship  canal  locks  and  appurtenances  shall  have  been 
completed  to  the  satisfaction  of  the  Secretary  of  War,  the  locks  and  their  appur- 
tenances shall  belong  to  the  United  States  and  shall  be  under  the  control  of  the 
Secretary  of  W^ar;  the  title  to  the  canal  and  any  property  which  may  be  ac- 
quired shall  be  In  the  Erie  and  Ontario  Sanitary  Canal  Company,  but  the 
United  States  shall  have  control  for  the  purposes  of  navigation. 

Sec.  2.  That  the  withdrawal  of  water  from  Lake  Erie  and  the  discharge 
of  water  into  Lake  Ontario  for  the  purpose  of  operating  the  said  waterpower 
stations  and  "appurtenant  works,  shall  be  under  the  direction  and  control  of  the 
Secretary  of  War,  shall  not  be  detrimental  to  the  scenic  grandeur  of  Niagara 
Falls,  and  shall  at  no  time  be  such  as  to  impede  or  interfere  with  the  safe  and 
convenient  navigation  of  the  Great  Lakes  and  Niagara  River  by  means  of 
steamboats  and  other  vessels;  such  boundary  waters  shall  not  be  polluted 
harmfully  by  the  sewage  of  any  locality  on  the  Niagara  frontier,  and  all  cities, 
towns,  and  Individuals  shall  have  the  free  use  of  said  canal  to  carry  off  sewage 
and  storm  waters,  and  said  company  shall  dispose  of  the  same  when  delivered 
to  it,  in  a  sanitary  manner;  the  reversal  of  flow  of  Buffalo  River  and  other 
streams  crossed  by  said  ship  canal  shall  not  interfere  with  navigation. 

Sec.  3.  That  except  as  provided  for  below,  the  Erie  and  Ontario  Sanitary 
Canal  Company  shall  bear  the  entire  cost  of  locating,  constructing,  maintaining, 
and  operating  the  structures  and  appurtenances  provided  for  in  this  act;  the 
United  States  shall  bear  the  cost  of  the  supervision  of  the  work  by  an  engineer 
officer  of  the  Army,  as  provided  for  in  section  one  of  this  act. 

Sec.  4.  That  in  the  first  instance  the  duration  of  this  grant  shall  be  fifty 
years,  but  the  United  States  may  require  said  Erie  and  Ontario  Sanitary  Canal 
Company  to  continue  its  operations  for  definite  periods  of  twenty  years  each 
upon  terms  to  be  then  stipulated ;  if  no  such  extension  shall  be  made,  such  part 
of  said  property  necessary  for  purposes  of  sanitation,  navigation,  and  generatiom 
of  power  shall  become  the  absolute  property  of  the  United  States  at  the  end  of 
said  fifty  years  upon  payment  therefor  of  a  fair  price  then  to  be  determined  t*^ 
the  Federal  Power  Commission 

Sec.  5.  That  said  Erie  and  Ontario  Sanitary  Canal  Company  agrees  to  pay 
to  the  United  States  reasonable  annual  charges  in  an  amount  to  be  fixed  by 


578  WATEB  POWEB. 

the  Federal  power  coinmisslon.  A  schedule  of  annunl  rates  of  dmrge,  which 
rates  shall  in  no  case  be  less  than  10  cents  per  horsepower  per  annum,  shall  be 
set  forth  in  the  license.  Such  s(;hedule  of  rates  shall  be  fixed  by  the  com- 
mission under  general  methods  to  be  prescribed  in  the  rejnilations ;  and  in 
fixing  such  schedule  the  commission  shall  give  due  consideration  to  any  benefits 
accruing  to  the  United  States  by  reason  of  the  building  by  snld  company  of 
structures  or  improvements  to  maintain  lj\^e  levels  and  the  scenic  grantleur 
of  Ningara  Falls,  and  shall  also  give  due  consideration  to  and  due  crwilt  for 
the  annual  interest,  maintenance,  and  operation  costs  to  the  licensee  on 
account  of  the  ship-canal  lock  or  locks  or  other  aids  to  navigation  constructed, 
maintained,  or  operated  at  the  expense  of  the  said  company.  An  efficient 
development  shall  be  made  by  said  company  which  shall  produce  at  least 
thirty  horsepower  from  each  of  the  twenty-six  thousand  cubic  feet  of  water 
used.  A  load  factor  of  at  least  ninety-five  per  centum  shall  be  maintalne<l  by 
the  use  of  surplus  power  not  sold  in  chemical,  metallurgical,  and  other  factories 
to  be  operated  by  said  company. 

Sec.  6.  That,  except  as  the  Secretary  of  War  may  authorize  a  departure 
from  the  rule,  said  lOrie  and  Ontario  Sanitary  Canal  Company  must  sell  all 
of  the  electrical  energy  resulting  from  said  diversion  of  water  directly  to  the 
public,  subject  to  rates  to  the  jurisdiction  of  the  Federal  power  commission, 
which  Is  hereby  given  authority  to  make  fair  rates  sufficient  to  return  a  fair 
and  sufllcient  Income  to  said  company. 

Sec.  7.  That  all  bonds  sold  for  such  location,  construction,  and  maintenance 
of  raid  canal  shall  bear  interest  at  a  rate  not  to  exceed  five  per  centum  per 
annum,  and  shall  not  be  sold  for  le.ss  than  par,  and  any  commission  paid  for 
such  sale  shall  not  exceed  two  per  centum.  A  sinking  fund  sufficient  to  retire 
such  bonds  at  maturity  shall  be  first  deposited  with  the  Secretary  of  the  Treas- 
ury of  the  United  States  yearly,  before  payment  of  any  dividends.  Said  fund 
may  consist  of  interest-bearing  securities  approved  by  the  Secretary  of  the 
Treasury. 

Sec.  8.  That  whenever  in  the  opinion  of  the  President  of  the  United  States 
the  safety  of  the  country  demands,  the  United  States  may  enter  upon  and  take 
possession  of  said  power  plants  for  the  purpose  of  manufacturing  nitrates, 
explosives,  or  for  any  other  purpose  concerning  the  safety  of  the  country. 

Sec  9.  That  this  act  shall  be  null  and  void  If  actual  construction  of  the 
works  herein  authorized  be  not  commenced  within  three  years  from  the  passage 
of  this  act,  and  completed  within  five  years  from  the  date  of  authority  to  begin 
actual  construction. 

Mr.  BowEN.  In  the  light  of  the  facts  stated  so  forcibly  by  Secre- 
tary Lane  here  last  week,  to  the  effect  that  water  powers  can  l>e 
developed  in  time  to  help  win  the  war,  I  feel  that  it  is  w'ise  to  con- 
sider this  a  war  measure  that  is  entitled  to  preference.  The  Ship- 
ping Board  wants  it.  Time  only  for  full  consideration  should  be 
taken.  Its  passage  at  this  session  should  be  guaranteed.  The  men 
of  the  best  intelligence  and  purpose  are  available,  and  wait  the  enact- 
ment of  this  law;  and  the  plans  that  will  carry  out  most  nearly  the 
idea  of  public-ownership  benefits  under  development  by  private 
capital  should  be  followed.  Make  the  law  compulsory  as  to  the  use 
of  the  power  to  its  greatest  possible  extent,  so  as  to  use  up  efficiei'lly 
what  costs  little  or  nothing  while  conserving  black  coal  and  other 
fuels.  Scientific  management  has-  a  large  field  in  this  direction. 
Automatic  processes  that  can  be  used  intermittently  must  be  de- 
veloped. 

I  suggest  the  addition  of  these  words  after  "  located,"  line  13,  page 
28,  section  21:  "Immediate  occupancy  pending  condemnation  may 
be  taken  by  such  licensee." 

The  Chairman.  Mr.  Bowen,  there  is  a  special  rule  coming  up  in 
the  House,  and  we  will  have  to  go  down  to  vote  on  it.  How  much 
do  you  lack  of  being  through  ? 

Mr.  Bowen.  I  would  like  to  discuss,  Mr.  Chairman,  the  provisions 
of  H.  R.  8005,  which  is  Judge  Parker's  bill,  and  contains  some  very 
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essential  and  good  points;  and  he  asked  me  last  week  whether  it 
would  be  my  pleasure  to  discuss  those  points  in  reference  to  this. 

The  Chair3ian.  Well,  information  that  we  are  anxious  to  have, 
but  w^hich  is  a  mere  matter  of  argument  or  comment,  might  be  in- 
serted in  the  record  by  you.  I  am  perfectly  willing  to  put  it  into 
your  hearing;  but  \ve  want  to  give  Mr.  Connolly  an  opportunity  to 
be  heard  this  afternoon,  because  he  is  here  from  a  long  distance,  and 
has  to  i"eturn.  like  youi'self ;  and  T  wanted  to  know  if  you  had  any 
idea  of  al)Out  how  much  more  time  you  would  want  to  use. 

Mr.  BowEX.  I  don't  think  it  would  take  10  minutes  longer. 

The  Chaikmax.  We  will  have  to  take  a  recess  then  until  2  o'clock, 
when  you  will  finish,  and  then  Mr.  Connolly  will  come  on  after  you. 
He  can  give  us  information  as  to  the  water-power  question  that  has 
been  verv  valuable  to  us,  as  w^ell  as  to  yourself. 

(Whereupon  the  committee  recessed  until  "2  o'clock  this  day.) 

AFTER    RECESS. 

The  committee  reassembled  at  2  o'clock  p.  m.,  pursuant  to  recess. 
The  Chairman.  You  may  proceed,  Mr.  Bowen. 

STATEMENT  OF  MR.   MILLARD  F.   BOWEN— Continued. 

Mr.  BowEN.  When  we  adjourned  this  morning  I  was  about  to  take 
up  H.  B.  8005,  and  it  seems  to  me  that  some  of  the  provisions  of 
that  bill,  which  was  drafted  by  Judge  Parker  and  introduced  Jan- 
uaiT  3,  1918,  are  so  applicable  to  the  present  conditions  and  should 
be  included  in  this  legislation  that  I  mention  certain  provisions  to 
emphasize  that  fact  that  they  should  be  included,  and  that  we  would 
agree  to  the  provisions  that  Judge  Parker  has  drafted.  It  provides 
for  the  amending  of  section  9  of  the  act  to  regulate  the  construction 
of  dams  across  navigable  waters  by  adding  several  provisions.  The 
fits*  provision  relates  to  the  keeping  of  accounts.  That  is  included  in 
the  present  bill,  but  the  next  provision  beginning  with  line  5,  page  2, 
is  not  included  in  the  bill,  and  it  seems  reasonable  and  right  that  it 
should  be  included.     It  says: 

And  each  stich  lease  shaU  provide  that  nil  profits  on  the  original  cost  of  the 
plant  In  excess  of  cumulative  nnnunl  profits  at  a  rate  and  per  cent  of  such 
<*ost  to  be  fixe<l  In  said  lease  shall  be  annually  dlvlde<l  nmon^  the  <'onsumers  of 
electrical  energy  according?  to  the  amounts  paid  by  said  consumer  In  the  year. 

Whatever  the  rate  allowed  for  the  producer,  this  provides  for  a 
cooperative  division  of  surplus  profits. 

I  can  not  agree  with  the  next  provision,  that  reads  as  follows: 

The  Secretary  of  War.  In  his  discretion,  may  offer  any  lease  to  public  com- 
petition amonj:  bidders  jxivin^r  satisfactory  security  to  |)erforin  the  terms  thereof 
jis  they  shall  olTer  the  more  rent  or  aKr(M»  to  accept  a  less  annual  rate  of 
profits:  that  is.  the  said  cc)nipetitl<»n  may  l>e  as  to  the  amount  of  rent  to  be 
l»nid  to  tlw  T'nite<l  States  or  the  maximum  annual  profits  to  be  retaine<l  by  the 
lessee. 

I  think  that  in  the  majority  of  cases  where  the  individual  has  had 
such  large  expense  and  has  spent  so  many  years  in  the  preparation 
of  plans  that  it  would  hardly  be  fair  to  put  up  the  matter  of  the 
lease  to  public  competition.  But  that  in  a  measure  is  covered  by 
the  bill. 
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The  provision  beginning  with  line  24  is  reasonable,  and  I  think 
ought  to  be  included : 

And  pach  lease  shall  provide  that  exj^enses  for  salaries,  oftices,  and  other 
headquarters  expenses  and  commissions  shall  be  reasonable  and  subject  to 
approval  by  the  Secretary  of  War,  and  shall  be  limited  annually  to  a  fixed  per 
centum  of  the  money  siient  for  material  and  labor  in  construction  and  opera- 
tion. 

The  next  provision,  beginning  with  line  5  on  page  3,  is  included 
in  what  I  read  this  morning  of  the  recommendations  of  Gren.  Bla<!k 
in  regard  to  the  sale  of  power.  I  read  that  he  recommends  that  the 
permittees  must  sell  all  of  the  electrical  energy  directly  to  the  public, 
except  in  such  cases  as  the  Secretary  of  War  would  provide.  And 
Judge  Parker's  bill  says : 

And  each  lease  shall  provide  that  the  lessee  shall  sell  or  lease  or  contnut 
for  electrical  energy  directly  with  the  consumer,  except  by  such  contra cts  as 
may  be  first  approve<l  by  the  Secretary  of  War. 

So  that  both  the  War  Department  and  this  bill  coincide  on  that 
point. 

Then  the  last  provision  of  Judge  Parker's  bill,  beginning  with 
line  10,  page  3,  reads : 

And  each  lease  shall  provide  that  rates  for  electricity  shall  be  equal  in  each 
locality,  according  to  the  quantity  used  or  lost  and  the  cost  of  connection,  and 
shall  be  fairly  apportioned  as  to  different  localities. 

That  goes  without  saying  as  fair  and  reasonable  and  is  easy  to 
include  in  the  present  bill. 

Now,  in  regard  to  the  subject  of  financing  and  bonds,  it  seems 
that  the  Federal  Reserve  Board  has  such  a  vast  power  and  influence 
in  all  great  undertakings  of  a  financial  nature  that  it  would  be  wise 
to  include  reference  to  that  board  in  the  bill  in  some  way  that  would 
meet  with  your  best  judgment.  Just  how  it  could  be  brouf^ht  in  I 
am  unable  to  say,  but  it  does  seem  that  it  would  be  wise  to  include 
their  wisdom  and  judgment  with  the  commission  that  is  to  be 
formed.  Financing  is  difficult  and  costly,  and,  rather,  it  should  be 
easy  and  low  in  cost  if  the  security  be  passed  upon  favorably  by 
Federal  authority;  and  I  would  suggest  that  the  Federal  Reserve 
Board  be  called  upon  to  pass  upon  the  securities.  It  would  be  easy, 
provided  the  Federal  Beserve  Board  be  allowed  to  participate.  The 
War  Fiuanco  Corporation  and  the  Federal  Beserve  Board  mav  act 
together. 

As  I  said  this  morning.  I  could  enter  into  a  good  many  moi*e 
details,  but  time  is  fleeting  and  this  will  end  my  remai'ks. 

The  Chairman.  Do  any  members  of  the  committee  wish  to  ask 
any  questions? 

Mr.  Parker.  I  think  of  only  a  few  questions  that  I  would  like  to 
ask. 

Mr.  Bowen,  you  spoke  of  10  cubic  feet  of  water  a  second  that 
would  be  a  reasonable  supply  for  1,000  people.  You  said  that  that 
amount  would  l)e  sufficient  to  dilute  and  take  care  of  the  pollution 
of  1,000  people.  I  suppose  you  mean  ordinai-y  domestic  pollution, 
not  such  as  comes  from  large  factories  where  oil  or  dyes  or  nitric 
.icid  are  made  ? 

Mr.  Bowen.  Every  community  ought  to  provide  for  such  trade 
pollution. 
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Mr.  Parker.  Outside  of  this? 

Mr.  BowEN.  Yes. 

Mr.  Parker.  The  estimate  of  10  feet  a  second  was  intended  only 
to  provide  for  ordinary  household  defilement,  such  as  comes  from 
dwellings  and  hotels  and  all  that  sort  of  thing? 

Mr.  BowEN.  Yes. 

Mr.  Parker.  And  factories  nuist  be  otherwise  provided  for^ 

Mr.  BowEN.  Yes;  and  some  cities,  you  know,  do  make  special 
provisions  in  regard  to  factory  waste. 

Mr.  Parker.  But  some  kinds  of  waste,  such  as  those  from  dve 
works,  where  enormous  quantities  of  water  are  used,  are  almost 
impossible  to  provide  for,  it  is  so  mixed  with  the  water. 

Mr.  BowEN.  But  Dr.  Wiley  in  his  indorsement  of  this  plan  speaks 
of  those  trade  wastes  from  dye  works,  and  so  forth,  as  an  aid  to 
purification  in  such  a  canal  as  this. 

Mr.  Parker.  I  am  glad  to  hear  that.  l)ut  I  was  not  going  to  dis- 
cuss that  at  length.  I  was  only  trying  to  find  out  exact Iv  what  it 
meant.  Yoiu-  canal,  I  take  it — although  that  is  not  exactly  before 
the  comniittee — does  not  meet  any  gi*eat  natural  obstacle  in  going 
from  Buffalo  to  Lockport  ?     You  have  to  cut  through  what  ? 

Mr.  BowEN.  One  hundred  and  fifty  feet  through  one  hill  at  Wil- 
liamsville.  But  nowadays,  with  present  machinery,  that  is  not 
difficult. 

Mr.  Parker.  How  long  a  cut  would  that  be? 

Mr.  Bo\n:N.  A  long  s*lope  rises  gradually  to  that  cut.  But  we 
have  a  place  for  all  that  waste  material. 

Mr.  Parker.  And  may  I  ask  has  this  particular  plan  of  lift  locks, 
by  which  tanks  of  water  holding  the  ships  are  lifted  as  if  they  were 
babies  instead  of  being  floated  up — >has  that  ever  been  tried  on  any 
large  scale? 

Mr.  BowEx.  Yes;  the  largest  is  for  barges  in  the  Trent  Valley 
Canal,  in  Canada.  There  the  lift  is  65  feet,  and  barges  only,  not 
big  ships,  use  it. 

Mr.  Parker.  And  how  much  depth  and  width  is  there  in  it  and 
what  length?    You  have  600  feet  by  70  or  more? 

Mr.  BowEN.  But  that  is  only  a  barge  canal. 

Mr.  Parker.  It  is  a  small  amount? 

Mr.  BowEN.  Yes. 

Mr.  Parker.  These  large  weights  had  never  been  handled  in  this 
way  that  you  know  of? 

Mr.  BowEN.  No.  I  consulted  with  Gen.  Keller  about  that  before 
I  had  my  engineers  design  these  locks,  and  he  said  he  could  not  see 
any  objection  to  it. 

Mr.  Parker.  I  see  that.    It  is  still,  however,  a  new  proposition? 

Mr.  BowEN.  It  is  a  new  proposition  and  a  feature  that  is  a  great 
engineering  feat. 

Sir.  Parker.  And  may  I  ask.  Has  so  much  water  as  26,000  feet 
per  second,  with  a  fall  of  300  feet,  ever  been  managed  in  any  water- 
power  enterprise  into  turbines? 

Mr.  BowEN.  Well,  now,  the  Allis-Chalmers  Co.*  are  putting  in 
units  of  81,000. 

Mr.  Parker.  With  what  fall? 

Mr.  BowEN.  I  can  not  answer  that. 

Mr.  Parker.  Is  it  over  100  feet? 
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Mr.  BowEN.  I  don't  know,  but  it  is  not  extraordinary.  I  have 
consulted  intimately  all  of  these  points  with  the  I.  P.  Morris  Co. — 
that  is,  the  Cramp  Shipbuilding  Co.  in  Philadelphia. 

Mr.  Parker.  Then  you  don't  consider,  as  I  understand  it,  that 
there  are  any  new  elements  in  your  project  at  all,  except  in  the  size 
of  some  of  the  units? 

Mr.  BowEN.  That  is  about  all. 

Mr.  Parker.  You  have  a  precedent  in  the  barge  canal  for  these 
lift  locks,  and  you  have  a  precedent  in  very  large  turbines  for  the  use 
of  water  power? 

Mr.  BowEN.  Yes. 

Mr.  Parker.  And  in  some  up  to  130  feet.  Are  there  any  up  to 
200  feet? 

Mr.  BowEx.  The  Schoellkopf  Co.  at  the  falls  have  210  feet,  and 
there  are  very  nuich  higher  falls,  of  course,  in  the  West. 

Mr.  Parker.  This  project  of  yours  has  taken  the  form  of  a 
company  ? 

Mr.  Bo  WEN.  It  was  organized  in  1908  and  has  been  in  existence 
since  then. 

Mr.  Parker.  Has  its  stock  been  quoted  at  all  or  is  the  stock  not 
issued  ? 

Mr.  BowEx.  Only  under  the  New  York  law  to  the  extent  of  60 
per  cent.  Tt  was  only  organized  for  $100,000  for  preliminary 
purposes. 

Mr.  Parker.  Tn  order  to  get  a  standing  for  preliminary  ex- 
ploration ? 

Mr.  BowEN.  Yes. 

Mr.  Parker.  You  have  never  gone  beyond  that  yet? 

Mr.  BowEN.  We  will  not  issue  any  other  securities  until  we  get 
the  right  to  use  the  water.  We  have  not  had  a  chance  yet  to  pay 
an  excess-profits  tax. 

Mr.  Parker.  It  is  claimed  by  various  lawyers  and  persons  that  the 
right  to  use  the  water  in  a  place  of  this  sort  is,  of  course,  subject  to 
international  agreement,  but  that  that  right  subject  to  international 
agreement  is  claimed  partly  by  the  landowners,  the  shore  owners, 
partly  by  the  State  of  New  York,  and  partly  by  the  United  States 
as  controlling  navigation.  Those  three  claims  are  made  not  as  to 
part  but  as  to  the  whole  title  in  the  United  States,  but  adverse  claims. 
As  a  practical  matter,  has  any  effort  been  made  to  secure  the  consent 
of  all  these  parties  to  the  use  of  the  water  or  are  you  depending  en- 
tirely upon  United  States  authority? 

Mr.  BowEN.  We  are  depending  upon  the  Chandler-Dunbar  case, 
which  was  put  in  evidence  this  morning. 

Mr.. Parker.  I  believe  that  is  all,  Mr.  Chairman. 

The  Chairman.  We  are  very  much  obliged  to  you,  Mr.  Bowen. 

Mr.  BowKN.  I  wish  to  submit  the  following  points  in  favor  of  the 
Erie  &  Ontario  Sanitary  Canal : 

POINTS   IN    FAVOR  OF   KRIK   *   ONTARIO   SANITARY    TAN  AT.. 

1.  Navlj?jitlon,  innver,  nud  snnitatton  coui1>ine<1. 

2.  Ship  canal,  .SO  feet  deep  by  300  feet ;  two  locks,  the  highest  in  the  world. 

3.  No  appropriation  a.ske<l  for;  finances  a»aure<l  by  men  of  high  ability. 

4.  Free  ship  canal  and  two  lake  harborfi,  with  no  tolls. 

5.  Free  sanitntlon  for  local  coniinnnlties ;  pure  water  assnreil. 
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6.  Free  barge  canal  terminals  for  New  York  State. 

7.  L4ike  harbors  built  like  the  Bush  Terminals  in  South  Brooklyn. 
S.  Treaty  i)le<lBe  to  Ptop  pollution  of  international  water's  fulfilled. 

0.  Conservation  of  natural  resources;  800,000  horsepower  to  be  generated. 

10.  One  hundred  per  ce!it  load  factor  used  night  and  diiy  continuously. 

11.  Flood.s  stopped  in  Buffalo  and  Tonawanda. 

12.  I>ake  levels  maintained  by  concrete  work  In  Nlagjira  River. 

13.  Beauty  of  Falls  maintained  by  spreading  pier  in  Horsesh(H»  Falls. 

14.  Valuable  fo(Kl  fishes  allowed  to  thrive  by  removing  riollution. 

15.  I*rice  of  iMjwer  controlle<l  by  Fedaral  Trade  Commission  c»r  other  Federal 
body. 

IC.  Ninety -five  i)er  cent  of  total  dn»p  utilized;  Falls  companies  make  now  only 
250.000  hoi-sepower. 

17.  Increased  power  will  pay  for  sanltatlim  and  navigation;  30  horsepower 
l)er  cubic  foot. 

18.  Location  far  l)nck  from  international  border  for  national  defense. 

10.  Inflow  always  e<iual,  controlle<l  by  regulating  works  at  Lake  entrance. 

20.  Permanent  solution  of  Niagara  River  problem;  Ontario  cities  satisfied. 

21.  Fe<leral  charter  best;  will  assure  low  rate  on  bonds;  sinking-  fund  In 
I'nitsd  States  Treasury. 

22.  Government  control  absolute;  Chief  of  Engineer's  plans  followed. 

23.  No  chang(»  In  treaty  with  Canada  necessary. 

24.  Best  of  engineers  prepared  to  rush  c<mstruction  to  a  finish. 

2.5.  All  advantages  of  public  ownership  with  none  of  its  disadvantages. 

26.  Savings  in  fuel  and  transportation. 

Be  not  deceived.  Under  present  traaty  550,000  additional  horseiwwer  are 
available,  from  20,0(X)  cubic  feet  for  power,  with  6,000  cubic  feet  for  navigation 
and  sanitation. 

The  iK)ster  used  at  the  hearing  reads  as  follows: 

Under  treaty :  20,000  c.  f.  s.  water  makes,  at  Falls,  260,000  horsepower ;  26,000 
V.  f.  8.  will  make,  at  Lockport,  780,000  horsepower ;  saving  520,000  horsepower. 

The  present  war  crisis  presents  an  opportunity  for  the  power 
monopolists  at  Niagara  Falls  to  attempt  to  make  "  the  worse  appear 
the  better  reason"  and  get  a  permanent  Government  license  to  use 
all  of  the  treaty  water  m  a  comparatively  inefficient  development, 
without  giving  the  Government  in  return  any  of  the  above  advan- 
tages.   Let  Congress  be  on  guard. 

The  Chairman.  Mr.  Connolly,  of  Hamilton,  Ontario,  will  now  be 
heard  by  the  committee  on  water-power  conditions,  legislation,  etc., 
affecting  the  same  in  Ontario. 

STATEHENT  OF  MB.  W.  S.  CONNOLLT,  HAMILTON,  ONTABIO. 

Mr.  Connolly.  Mr.  Chairman  and  gentlemen,  I  assure  you  I  ap- 
preciate very  highly  the  honor  you  have  done  nie  in  asking  me  to 
speak  to  you  on  this  subject.  I  came  unprepared,  and  am  only  sorry 
that  some  other  Canadian  who  is  better  informed  than  myself  is  not 
here.  However,  I  will  give  you  whatever  information  I  possess  on 
this  subject. 

Hydroelectric  developments  in  Canada  were  a  matter  of  very  slow 
growth  for  a  number  of  years,  for  several  reasons.  One  was  the 
Canadian  people,  as  you  are  aware,  are  inclined  to  be  slow  and  con- 
servative. Another  thing,  wc  have  not  very  much  money  and  could 
not  afford  to  experiment  very  much.  However,  owing  to  the  high 
price  of  coal  and  climatic  conditions,  and  that  sort  of  tning,  Canadi- 
ans have  gone  in  more  or  le^s  for  the  development  of  hyaroelectric 
plants,  so  that  I  think  at  the  present  time,  gentlemen,  in  proportion 
to  the  population  there  is  almost  as  much  water  power  bemg  de- 
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veloped  in  Canada  as  there  is  anywhere  in  the  world,  and  the  amount 
that  is  being  developed  is  increasing  very  fast. 

As  you  are  all  aware,  the  development  of  hydroelectric  power  has 
only  been  a  matter  of  about  80  years'  growth,  and  the  greater  part 
of  that  development  work  has  been  done  in  the  last  few  years — I  do 
not  know  just  how  many. 

At  the  present  time  the  chief  water  powers  of  Canada  are  situated 
in  the  Provinces  of  Ontario  and  Quebec,  and  within  fairly  close 
reach  of  the  American  boundary  line.  In  the  maritime  provinces  of 
New  Brunswick,  Nova  Scotia,  and  Prince  Edward  Island  there  is 
very  little  water  power,  very  few  powers  of  any  size. 

Coming  to  the  Province  of  Quebec  we  have  inunense  undeveloped 
water  powers,  particuhirly  those  on  the  northern  slope  where  the 
rivers  run  toward  Hudson  Bay.  The  Great  Falls  on  the  Hamilton 
River  in  Labrador  are  the  greatest  falls  in  the  wrold,  but  at  the 
present  time  they  are  inaccessible  and  probably  will  be  inaccessible 
for  a  ffreat  many  years.  To  what  useful  purpose  they  can  be  put 
is  proHematical ;  probably  for  the  production  of  synthetic  nitrogen. 

Coming  on  up,  westerly  in  the  Province  of  Quebec  we  have  the 
powers  on  the  Ottawa  River,  which  forms  the  western  boundary  of 
Quebec,  and  some  on  the  St.  Maurice  and  other  streams  flowing 
into  the  St.  Lawrence.  Altogether  there  is  developed  at  the  present 
time,  I  believe,  about  800,000  horsepower  along  those  rivers,  and 
mostly  good  modem  developments  under  heads  varying  from  30  or 
40  feet  up  to  140  or  150  feet.  The  largest  of  those  developments  is 
the  Shawinegan  Falls  on  the  St.  Maurice  River,  a  tributary  of  the 
St.  Lawrence,  flowing  north  into  the  St.  Lawi'once  near  the  city  of 
Three  Rivers,  where  there  is  about  300,000  horsepower  being  de- 
veloped. Near  there  there  is  the  Laurentide,  a  subsidiary  company  of 
the  Shawinegan,  developing  120,000  horsepower. 

Then  at  Hull,  opposite  Ottawa  on  the  Ottawa  River,  there  are 
some  developments  either  installed  or  going  in  which  will  give  about 
50,000  horsepower  more. 

On  some  of  the  tributary  streams  of  the  Ottawa  there  are  develop- 
ments ranging  from  20,000  to  30,000  or  40,000  horsepower. 

Then  you  come  to  Ontario.  The  water  powers  on  the  River  St 
Lawrenc*e  between  Lake  Ontario  and  tidewater  at  Montreal  have 
hardly  been  touclied  except  at  Cedar  Rapids,  in  the  Province  of 
Quebec,  where,  under  a  head  of  30  feet,  160,000  horsepower  are  now 
developed,  and  one  or  two  canal  powers  ranging  from  20,000  to  30,000 
horsepower  as  well.    But  that  is  all  on  the  St.  Lawrence. 

Coming  to  Niagara  Falls  you  gentlemen  are  just  as  well  aware  of 
the  situation  there  as  I  aui.  There  is  on  the  Canadian  side  possibly 
300,000  to  400,000  horsepower  developed  at  the  present  time.  At  the 
present  time  at  Niagara  the  Hydroelectric  Commisvsion  of  Ontario 
are  building  a  canal  running  from  Chippewa  Creek,  above  the  Falls, 
down  to  the  escarpment  at  Queenston  Heights,  for  the  purpose  of 
throwing  the  water  that  is  now  available  under  the  treatv — 5,600 
feet  a  second — over  a  head  of  305  feet,  and  they  expect  to  develo]) 
200.000  horsepower  there. 

Farther  north  in  Ontario  we  have  on  the  Kaministiquia  River,  at 
Fort  William,  a  very  fine  power.  I  do  not  know  just  what  it  is 
now — about  40,000  or  50,000  horsepower — ^and  there  are  some  very 
large  water  powers  in  that  region  which  have  not  been  touched  as 
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yet.  One  or  two  of  them  are  probably  the  cheapest  developments 
we  will  have  in  Canada. 

Taken  as  a  whole,  the  cost  of  developing  hydroelectric  plants  in 
Canada,  exclusive  of  transmission  lines,  has  run  from  $60  a  horse- 
power up  to  possibly  $100  or  $120.  There  have  been  some  small 
powers  and  low  heads  at  that,  which  have  been  developed  as  low  as 
$fi5  to  $40  a  horsepower.  But  that  is  where  the  natural  conditions 
were  almost  ideal,  and  were  somewhat  similar  to  the  conditions  pre- 
vailing in  Xorway,  where  the  cheapest  developments  in  the  world 
probably  exist  to-day. 

Now.  the  Canadian  power  companies  at  Niagara  Falls  and  else- 
where were.  I  think,  at  the  commencement — and  I  think  they  are 
largely  yet — developed  wholly  for  the  purpose  of  selling  electricity. 
I  do  not  think  that  many  of  them  controlled  subsidiary  companies 
which  were  using  electricity  for  the  purpose  of  producing  chemicals, 
electric  smelting  or  anything  like  that.  At  the  present  time  I  fancy 
that  some  of  the  shareholders  interested  are  going  in  for  work  of  that 
kind,  and  finding  it  highly  profitable,  too. 

The  chief  development  in  Ontario  in  the  last  few  years  has  been 
that  which  is  called  the  Hydroelectric  Commission  of  Ontario.  Now, 
that  had  very  small  beginnings  a  few  years  ago,  and  was  an  associa- 
tion of  municipalities  gotten  together  for  the  purpose  of  transmit- 
ting and  purchasing — small  municipalities  chiefly — large  blocks  of 
power,  so  that  we  could  enjoy  the  benefit  of  power  in  our  smaller 
centers  of  population.  At  the  commencement  the  hydroelectric  com- 
mission consisted  of  a  union  of  about  30  mimicipalitie^,  some  of  them 
mere  villages,  some  of  them  towns,  the  largest  of  them  being  the  city 
of  London,  with  a  population  of  about  40,000.  Finally  the  cities  of 
Toronto  and  Hamilton  came  in.  with  about  600,000  people  more.  The 
scheme  was  relatively  a  new  oHe  on  this  continent,  I  believe,  although 
T  think  the  idea  was  brought  from  Germany.  Anyway,  the  engineers 
of  the  commission  got  their  ideas  as  to  the  better  means  of  transmit- 
ting the  power  in  Germany. 

Well,  that  commission  went  ahead  and  got  authority  from  the 
legislature  of  the  Province  of  Ontario  to  issue  bonds,  securities,  raise 
money,  build  transmission  lines,  develop  or  purchase  power,  and 
transmit  it  and  sell  it  to  the  municipalities  or  individuals.  As  a 
matter  of  fact,  the  Ontario  Hydroelectric  Commission  does  not  deal 
with  private  individuals  or  corporations.  It  deals  almost  exclusively 
with  the  municipalities.  It  maintains  a  large  engineering  staff,  for 
w^hich  I  think  it  receives  a  government  subsidy  from  the  Province 
of  Ontario;  and  the  duties  of  that  staff  are  to  inquire  into  all  cases 
where  power  is  needed  by  municipalities  and  provide  those  numici- 
palities,  free  of  cost,  with  estimates  as  to  the  cost  of  purchasing 
power  for  them,  transmitting  it  and  transforming  it  down  to  a  volt- 
age at  which  they  can  use  it,  and  generally  advising  them  as  to  laying 
out  their  plants,  distribution  systems,  and  everything  of  that  sort. 

At  the  present  time  the  hydroelectric  commission  has  been  in 
existence  for  about  six  years — at  least  the  commission  itself  has  been 
longer  in  existence  than  that,  but  its  actual  work  of  transmitting  and 
selling  power  has  been  running  about  six  years.  It  had  small  begin- 
nings, as  I  say.  At  the  present  time  it  has  invested  capital  of  about 
$40,000,000,  and  that  is  going  up  very  fast.    The  whole  scheme — it  is 
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a  mutual  enterprise — ^the  whole  scheme  of  it  is  that  power  shall  be 
purchased  from  developing  companies;  shall  be  transmitted  to 
municipalities  within  transmitting  reach;  and  shall  be  sold  at  cost, 
after  the  cost  of  purchase,  transformation,  transmission,  and  retrans- 
formation  is  taken  out,  and  all  the  overhead  charges.  The  commis- 
sion so  far  has  been  able  to  create  a  sinking  fund  which  has  taken 
care,  I  think,  of  the  depreciation  of  the  plant.  Its  wisdom  has  been 
questioned,  inasmuch  as  this  sinking  fund,  which  is  taken  from  the 
earnings  from  year  to  year,  has  been  largely  reinvested  in  the  exten- 
sion of  the  plant.  Now,  whether  that  is  wise  or  unwise  for  a  public 
body  like  that  to  do,  I  really  do  not  know.  It  depends  altogether 
upon  conditions.  But  that  is  what  has  been  done,  and  they  have  been 
extending  their  plant  partlj^  by  the  reinvestment  of  their  sinking 
fund. 

As  to  the  matter  of  rates,  they  conunenced  their  work  by  purchas- 
ing from  the  Ontario  Power  Co.  on  the  Canadian  side  of  Niagara 
Falls  30,000  horsepower  at  a  price  of  $9.40  a  horsepower,  taking  it 
from  the  buss  bars  of  the  company  at  a  voltage  of  12,000,  I  bc^lieve. 
They  transformed  it  up  to  110,000  volts  and  carried  it  to  Toronto,  on 
the  one  hand,  and  have  since  carried  it  to  Windsor  and  Detroit,  on 
the  other.  Their  high  voltage  lines  now  cover  an  area — at  least  they 
are  in  extent  about  400  miles  at  110,000  volts.  Then  they  have  sec- 
ondary lines  carrying  voltages  of  from  12,000  to  25,000  for  feeding 
the  small  towns  and  villages  within  range  of  the  large  lines. 

Within  the  last  year  the  work  of  the  commission  was  extended 
so  much  that  they  have  bought  out  the  Ontario  Power  Co.'s  plant  at 
Niagara  Falls,  where  there  was  130,000  horsepower  developed,  I 
believe,  and  they  are  now  developing  another  50,000  horsepower  there, 
which  is  the  limit  that  can  be  developed  at  that  plant  with  the  water 
which  they  are  entitled  to.  "yhe  intention,  I  believe,  is  to  scrap  that 
plant  and  to  use  the  water  as  soon  as  this  new  Chippewa  development 
is  completed,  under  a  head  of  300  feet,  instead  of  using  it  as  it  is 
now  used  under  a  head  of  140  feet.  It  seems  a  great  waste  of  money 
at  firet  sight,  but  it  will  not  be  a  waste  when  you  consider  how  valu- 
able power  is  to  us  and  how  much  more  power  you  can  get  out  of  the 
same  amount  of  water  under  a  300- foot  head  than  you  can  out  of  a 
head  of  140  feet. 

The  result  has  been  that  from  very  small  begiimings,  such  as  1 
have  briefly  outlined  to  you,  the  hydroelectric  commission  has  now 
gotten — is  now  selling  nearly  200,000  horsepower.  It  has  a  con- 
nected load  on  its  lines  of  about  400,000  horsepower.  I  am  speaking 
in  round  figures  now  and  not  exactly  at  all.  But  the  quantities  are 
growing  so  fast  that  it  is  very  hard  to  keep  track  of  them.  The  last 
I  heard  of  it  their  load  was  coming  on  at  the  rate  of  nearly  a  thousand 
horsepower  a  day,  and  it  is  so  gi'eat  at  the  present  time  that  they 
have  had  to  curtail  street  lighting  and  domestic  lighting — as  many 
uses  as  possible.  Instead  of  trying  to  push  business  they  are  trj'ing 
to  curtail  it,  because  they  have  not  the  power  to  supply  the  demand. 

Now,  that  is  our  largest  distribution  system  at  the  present  time. 
As  I  say,  it  was  established  through  (iovemment  legislation.  It 
is  a  mutual  affair,  and  it  certainly  has  advertised  the  use  of  electricity 
and  been  a  very  great  benefit  to  the  people  of  Ontario.  .The  whole 
scheme  of  the  hydroelectric  conmiission  was  contested  very  strongly 
at  first.     The  financial  men  were  verv  sore  about  it  and  said  that  it 


WATBB  POWEB.  587 

was  a  case  where  the  Goveniiiient  was  undertaking  to  compete  with 
private  enterprise  and  all  that.  But  notwithstanding  that  the  in- 
dividual companies  have  not  suffered.  They  have  suffered  in  pros- 
pective profits,  but  in  actual  profits  they  have  not.  I  believe  their 
Dusiness  to-day  is  worth  more  than  it  ever  was. 

As  to  the  cost  of  development  of  this  new  scheme  of  the  hdros 
at  Niagara  Falls,  where  they  are  taking  their  remaining  5,G00  second- 
feet  (which  they  are  entitled  to  under  the  treaty),  and  as  an  illustra- 
tion of  how  economical  hydroelectric  plants  are,  I  may  say  that  the 
installed  cost  of  the  turbines  to  operate  the  generators  will  be  less 
than  $2  a  horsepower.  When  you  consider  that  water  is  your  fuel, 
that  the  capital  cost  of  the  turbine  is  less  than  $2  a  horsepower,  in- 
stalled, and  at  that  they  are  to  do  duty  100  per  cent  of  the  time, 
and  they  run  up  to  pretty  high  velocity,  you  can  fancy  how  cheaply 
that  power  is  developed.  Coupled  with  that  is  the  fact  that  the  com- 
mission has  the  credit  of  the  whole  Province  behind  it.  It  issues 
its  bonds,  which  are  a  first  charge  on  the  plant  created.  Secondly, 
they  are  a  charge  on  the  municipalities  which  are  members  of  that 
organization.  1  hirdly,  they  are  secured  by  the  underwriting  of  the 
Province  of  Ontario,  so  that  the  securities  issued  by  the  hydroelec- 
tric commission  are  of  a  higher  class  really  than  the  securities  of 
the  Province  itself,  issued  directly  for  provincial  purposes.  The 
hydroelectric  commission  has  been  enabled  in  that  way  to  obtain 
money  at  a  very  low  price. 

Another  thing  that  has  given  it  great  advantage  over  the  com- 
panies which  were  in  the  field  first  is  the  fact  that  it  is  much  easier 
for  the  hydroelectric  commission  to  deal  with  municipalities  for 
rights  of  way.  As  a  matter  of  fact,  they  have  very  little  difficulty, 
and  anyway  they  have  very  arbitrary  powers  so  that  they  can  go 
where  they  like  and  do  what  they  like.  And  all  of  us  who  have  been 
in  the  transmission  business  know  how  very,  very  awkward  that  has 
been  at  times  when  we  wanted  to  carry  transmission  lines  here  and 
there,  and  were  being  held  up  first  by  one  town  and  next  by  a  village 
and  next  by  a  farmer  somewhere.  So  that  the  Hydroelectric  Com- 
mission of  Ontario  has  had  a  very  great  advantage  which  no  private 
individual  or  private  company  could  hope  to  have,  and  that  partly 
accounts  for  its  success. 

Now,  you  perhaps  would  be  interested  in  knowing  what  rates  are 
being  paid  for  power  distributed  in  this  way.  The  gentleman  who 
%vas  speaking  this  morning — and  in  whose  remarks  I  felt  very  much 
interested — spoke  of  the  influence  which  the  load  factor  had  on  the 
cost  of  selling  current.  That  is  one  reason  why  the  Hydroelectric 
Commission  of  Ontario  has  been  able  to  give  the  low  cost  that  it  has, 
and  the  reason  is  not,  as  generally  understood,  I  think,  as  it  might 
have  been.  Its  load  factor  has  been  running  from  80  to  90  per  cent, 
and  that  load  factor  has  been  obtained  by  selling  power  for  light- 
ing purposes  primarily  in  the  evenings,  for  day  loads  for  factory 
purposes,  and  for  chemical  works  and  other  industries  at  night.  So 
that  the  same  power  is  sold  over  two  or  three  times,  and  always  at  a 
low  rate.  Assuming  that  it  is  costing  us  $9  a  horsepower  at  tlie  falls 
for  the  primary  power,  it  is  selling  at  the  present  time  to  the  city  of 
Ton  nto  at  the  high  tension  buss  bars  for  about  $13  to  $13.50  per 
horsepower  a  year. 

The  Chairman.  How  far  is  it  transmitted? 


588  WATER  POWER. 

Mr.  Connolly.  That  would  be  about  90  miles.  I  can  not  give  the 
exact  mileage,  but  it  is  between  90  and  100  miles.  It  is  transmitted 
about  90  miles  and  sold  for  $13  to  $14,  and  that  rate  is  adjusted  from 
year  to  year,  according  as  the  previous  returns  come  out;  and  so 
far  the  tendency  has  been  downward.  They  commenced  charginor 
$18.50, 1  think  it  was,  and  in  the  last  five  years  it  has  been  operating 
that  rate  has  come  down,  as  I  say,  to  between  $13  and  $14  a  horse- 
power. Then  the  city  of  Toronto  takes  hold  of  it.  It  owns  its  dis- 
tribution system,  and  it  charges  rates  that  it  thinks  just  to  its  own 
citizens.  I  am  not  familiar  with  the  Toronto  rates.  I  live  in  Ham- 
ilton, which  is  near  to  Niagara  Falls,  but  where,  on  account  of  lens 
power  being  used,  the  rates  are  slightly  higher.  But  our  rates  in 
Hamilton  at  the  present  time  for  domestic  use,  for  household  light, 
are  2  cents  a  kilowatt  for  a  given  number  of  kilowatts  in  proportion 
to  the  size  of  your  house.  When  you  get  beyond  that  amount  it 
goes  down  to  1  cent  a  kilowatt  hour. 

Mr.  Parker.  What  is  that  in  horsepower,  about? 

Mr.  Connolly.  Well,  a  kilowatt  is  a  horsepower  and  a  third. 
Three-quarters  of  that  would  bnn^  it  down  to  a  horsepower. 

Mr.  Parker.  But  1  cent  a  kilowatt  means  how  much  a  year  per 
horsepower? 

Mr.  Connolly.  Well,  of  course,  I  am  speaking  for  household 
lighting.  If  you  keep  your  lights  going  8,700  hours  a  year,  it  would 
be  about  sixtj'-odd  dollars. 

Mr.  Parker.  If  you  did  not,  you  would  pay  less  for  the  time 
you  used  it  ? 

Mr.  Connolly.  Yes.  I  will  give  you  a  case  in  point.  My  own 
house  is  an  old  house.  It  is  rather  large  and  unwieldy,  about  80,000 
cubic  feet  capacity.  I  measured  it  up  just  to  see  what  it  was.  My 
bill  there — I  bum  all  the  light  I  want  to.  I  have  a  small  electric 
range,  a  cleaning  apparatus,  and  we  use  irons  and  all  that  sort  of 
thing,  and  the  bill  run$  $3  to  $4  a  month. 

Mr.  Parker.  Of  course,  I  was  only  asking  so  as  to  be  able  to  com- 
pare prices  at  which  it  was  sold  at  Toronto  at  so  much  a  horsepower 
with  the  price  they  sold  it  at. 

Mr.  Connolly.  The  city  of  Toronto  pays  $13  to  $14  a  horse- 
power. 

Mr.  Parker.  Their  sales  average  about  what?  When  they  sell, 
thoy  get  how  much?    Twice  or  three  times  that? 

Mr.  Connolly.  They  are  selling  for  factory  purposes  as  low  as 
$12  to  $15  a  horsepower  a  year  for  10-hour  power. 

The  Chairman.  That  is,  the  city  does  that? 

Mr.  Connolly.  Yes;  the  city  is  doing  that. 

Mr.  Parker.  That  being  10-hour  power,  they  are  selling  it  at  about 
double  what  they  p^  for  it? 

Mr.  Connolly,  i  es.  Then  in  addition  to  that  you  can  get  re- 
stricted-hour power,  under  which  they  can  cut  you  off  at,  say.  4 
o'clock  in  the  afternoon  for  a  slightly  less  rate  than  that.  Or  if 
you  like  to  take  the  power  load  on  at  11  o'clock  at  night  and  cut  it 
off  in  the  morning  they  will  give  you  a  lower  rate  still.  The  whole 
scheme  is  trying  to  gel  your  load  factor  as  high  as  possible  so  that 
your  chart  will  be  almost  a  straight  line.  So  much  tor  this  munici- 
pal enterprise  in  the  Province  of  Ontario. 
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Now,  the  different  companies  have  been  doing  pretty  much  the 
same  thing.  We  have  near  Hamilton  the  Dominion  Power  &  Trans- 
mission Co.,  which  takes  the  waste  water  from  the  Welland  Canal 
under  a  head  of  225  feet;  and  I  believe  that  in  cost  of  production 
their  plant  will  compare  favorably  with  nearly  any  plant  in  the 
world.    The  actual  cost  of  producing  power  there  is  extremely  low. 

Mr.  Rakeb.  What  plant  is  that? 

Mr.  Connolly.  The  Dominion  Power  &  Transmission  Co. 

Mr.  Parker.  What  river  are  they  on  ? 

Mr.  Connolly.  They  get  the  waste  water  from  the  Welland  Canal. 
It  is  Niagara  Falls  water,  but  it  is  taken  from  the  overflow  of  thi? 
Welland  Canal.  They  are  cenerating  about  40,000  horsepower  under 
a  head  of  225  feet,  and  tney  are  doin^  it  very  efficiently  indeed. 
They  transmit  that  power  to  surrounding  municipalities — Guelph, 
St.  Catherine,  Hamilton,  Brantford,  etc.  The  have  got  quite  a  large 
distribution  system. 

Thev  also  have  a  new  steam  plant  of  50,000  horsepower  in  the 
city  of  Hamilton.  That  is  partly  to  insure  them  against  breakdowns 
in  transmission  lines,  and  partly  to  carry  peak  loads,  because  their 
connected  load  is  way  beyond  what  their  hydroelectric  plant  will 
carry  now. 

All  these  developments  taken  together  have  made  the  very  greatest 
difference  in  the  wnole  Province  of  Ontario.  In  a  place  where  steam 
coal  ordinarily  costs  $7  to  $9  a  ton,  and  at  the  present  time  higher, 
you  gentlemen  all  understand  how  difficult  it  is  with  long  winters 
like  we  have  got  to  get  power  down  to  a  reasonable  cost.  And  the 
beauty  of  these  hydroelectric  plants  is  that  in  the  winter  time  they 
are  more  efficient  than  in  the  summer.  The  colder  the  weather,  the 
better  the  transmission  lines  will  work,  of  course.  We  are  occasion- 
allv  troubled  with  sleet  storms  and  other  weather  conditions  which 
will  put  a  poorly  built  line  out  of  business,  but  the  well-built  lines 
now  have  very  little  trouble. 

Now,  there  are  some  questions  which  are  ahead  of  us,  and  really 
when  you  look  back,  I  think  we  are  now  looking  at  the  whole  matter 
of  hydroelectric  development  in  too  small  a  way  at  the  present  time. 
We  will  take  Niagara  Falls,  for  instance.  There  is  one  of  the  won- 
ders of  the  world.  The  scenic  beauty  of  Niagara  Falls  is  very  great, 
but  did  any  of  you  gentlemen  ever  stop  to  calculate  how  much  a  look 
it  was  costing  us  to  keep  the  Falls  falling  there  instead  of  using  them 
economically  ?  Take  the  number  of  people  who  can  get  there  in  the 
course  of  a  year,  the  pleasure  it  gives  them,  as  against  the  amount 
of  power  you  can  use,  the  amount  of  coal  you  can  save,  and  it  is 
appalling  to  see  how  much  it  costs  you  to  keep  the  Falls  just  like 
they  are.  I  know  it  seems  like  sacrilege  to  suggest  that  the  Falls 
should  be  used  for  anything  else,  but  I  think  the  time  is  coming 
when  you  will  see  things  diflferently,  and  I  think  it  is  high  time  that 
there  was  a  treaty  between  Great  Britain  and  the  United  States  so 
that  both  countries  could  get  a  larger  amount  than  they  are  getting 
at  the  present  time  from  the  enormous  flow  of  Niagara  Falls,  about 
180,000  second-feet.  At  times  it  goes  down  below  that,  due  to  the 
wind  more  than  anything  else,  because  Lake  Erie  on  account  of  being 
so  shallow  is  a  bad  actor  with  a  contrary  wind.  When  the  east  wind 
blows  it  cuts  down  the  amount  of  water  flowing  over  the  Falls,  and 
that  brings  up  the  question  of  submerged  dams  referred  to  this  morn- 
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ing,  and  submerged  weirs  in  the  Niagara  River.  With  a  west  wind 
a  submerged  weir  would  probably  have  to  have  some  gates  in  it. 
otherwise  it  would  flood  Buffalo. 

But  there  we  have  180,000  second-feet  which  could  be  utilized,  if 
you  utilize  it  all,  over  a  head  of  300  feet.  There  is  five  millions  and 
a  half  horsepower  right  there  which  could  be  economically  developed. 
You  come  on  down  the  St.  Lawrence,  and  the  elevation  of  Lake 
Ontario  is  normally  about  246  to  247  feet  above  sea  level.  The  eleva- 
tion at  Montreal  is  17  or  18  feet.  You  have  there  a  fall  from  Lake 
Ontario  to  Montreal  of  230  feet.  Now,  in  addition  to  having  the 
water  that  you  get  at  Niagara,  less  evaporation,  you  have  the  local 
supply  of  Lake  Ontario  and  the  local  supply  of  the  feeders  of  the 
River  St.  Lawrence,  so  that  when  your  river  gets  out  of  Lake  On- 
tario it  is  a  larger  river  than  when  it  came  to  Niagara  Falls.  So 
there  is  about  150  feet  of  head  which  can  be  developed  between 
Lake  Ontario  and  Montreal,  with  a  regulated  flow  of  about  250,000 
second-feet.  Well,  now,  you  have  to  allow  a  certain  amount  of 
water  to  run  there  for  regulation  purposes,  and  a  certain  amount  to 
clear  ice  in  the  winter,  and  all  that  sort  of  thing,  but  it  would  be 
quite  feasible  on  those  river  reaches  to  develop  a  total  head  of 
150  feet  with  a  normal  flow — with  perhaps  a  minimum  flow  of 
200,000  second-feet,  which  would  give  3,000,000  horsepower.  That  is, 
we  would  have  3,000,000  horsepower  out  of  the  St.  Lawrence,  of 
which  only  160,000  is  developed  as  yet,  and  5,000,000  at  the  Niagara 
Falls,  of  which  only  a  few  hundred  thousand  are  developed. 

Then,  on  the  Ottawa  River,  a  tributary  to  the  St.  Lawrence,  and 
only  a  few  miles  from  it — it  runs  parallel  with  it  for  a  very  great 
distance — there  is  over  a  million  horsepower,  and  some  of  the  best 
power  sites  in  the  world  and  some  of  the  cneapest  to  develop  are 
right  there.  It  has  seemed  to  me  that  if  it  were  possible  for  the 
two  countries  to  get  together  and  formulate  some  plan,  some  scheme 
by  which  they  could  work  together,  so  that  the  power  companies  in 
the  two  countries  could  tie  in  the  Ottawa  and  St.  Lawrence  systems 
with  Niagara  Falls,  we  would  have  a  concentration  of  power  there 
such  as  the  world  has  never  seen,  and  all  at  a  very  low  price.  I  do 
not  say  that  power  would  be  so  cheap  there  that  you  would  care 
to  go  and  make  nitrogen  with  it,  because  I  think  that  the  remote 
powers  which  can  not  be  used  ordinarily  are  the  ones  for  making 
synthetic  nitrogen,  but  you  would  kill  two  birds  with  one  stniiv^ 
You  would  have  splendid  navigation  canals  around  Niagara  Fails 
on  both  sides  of  the  Falls;  you  would  have  the  St.  Lawrence  made 
into  a  canal — it  is  really  a  large  canal  now,  but  it  would  vastly 
improve  navigation  on  the  St.  Lawrence  River,  and  we  would  be 
able  to  bring  very  fair-sized  ocean  steamers  right  up  to  Chicago  and 
Duluth.  It  would  greatly  improve  navigation,  create  millions  of 
horsepower  there,  and  do  the  same  thing  on  the  Ottawa  River.  And 
you  can  just  fancy,  gentlemen,  what  it  would  mean  on  the  continent 
of  America  to  have  that  impr  d  waterway  there,  and  with  perhaps 
5,000,000  or  10,000,000  horsepower,. "!'-!  very  cheap  electric  power. 
The  scheme  may  seem  Utopir*;  but"!  do  not  know  that  it  is  so  ve»y 
far  away,  and  it  seems  to  nic-  .^lat  something  of  that  kind  could  be 
worked  out,  and  the  water-power  developers  interlock  their  lines 
where  they  can,  so  as  to  help  each  other  and  work  together,  and  the 
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Tory  gireateat  b«iieflt  raigfat  arise  to  both  countms  bordering  on  the 
Grett  Lakes  sfstein  and  the  Hiv^r  St  Lawrence. 

The  Chairman.  Mr.  Connolly,  tliis  oommission  that  jou  refer  to, 
the  Ontario  Hydroelectric  Commissiou,  is  composed  of  municipali- 
ties.   They  own  it  and  distribute  the  eleotrie  power  i 

Mr.  CoKMOLLT.  Yes. 

The  CuAiRif  A».  Now^  do  they  own  the  plants}  Does  the  oommis- 
sion own  the  plants, .the  produemg  plants? 

Mr.  CoNNoixY.  It  owns  a  few  that  have  juat  been  created — devel- 
oped in  the  last  year  or  twoL 

The  Chairman.  It  has  power  to  own  them? 

Mr.  CoNNOLLT.  Yesi;  it  nas  the  power. 

Now,  I  did  not  touch  on  the  Trent  system.  The  system  on  the 
Trent  River  running  from  the  eastern  end  of  Lake  Ontario  bo 
Georgian  Bay  is  owned  by  the  Province  of  Ontaria  That  system  is 
a  canal  system,  and  a  ocmpany  in  Montreal  developed  about  80^00 
to  40,000  horsepower  there  with  other  power  sites  in  reserve,  which 
will  develop  about  as  much  more.  It  is  possible  to  develop  about 
80,000  horsepower  there.  The  Province  of  Ontario  about  two  years 
ago  bowgbt  the  whole  system  up^  giving  therefor  $10,000,000  in 
Province  of  Ontario  bonds  bearmg  4  per  cent  interest,  and  the 
Province  offered  to  hand  that  over,  lock,  stock,  and  barrel,  to  the 
Ontario  Hydfoeleotric  Commission,  nut  the  commission  thought  the 
price  paid  was  so  high  that  thet  could  not  afford  to  tako  it  oi^r,  so 
they  took  it  over  i*i  trust  from  tno  Province  and  have  been  operating 
it  for  the  Province  slnco,  and  they  are  keeping  the  bookkeeping  of 
that  system  entirely  separate  from  their  system.  But  the  demand 
for  power  has  increased  go,  and  the  load  factor  has  come  uj)  so  much 
that  it  has  paid  its  way  handsomely  and  will  undoubtedly  be  incor- 
porated with  the  other  system. 

The  Chairman.  Now,  the  purchasing  municipality,  as  I  under- 
stand it,  has  the  right  to  sell  the  power  to  private  users  or  for  manu- 
facturing purposes? 

Mr.  CoNNoixY.  Yes. 

The  Chaikman.  In  other  words,  they  are  not  confined  to  simply 
public  utility  uses  in  the  city? 

Mr.  CoNNou-Y.  Oh,  no;  th^  individual  municipality — well,  take 
any^one  you  like.  Take  the  small  city  of  Guelph,  which  ig  about  40 
nu*cs  from  Toronto  and  probably  80  or  90  miles  from  Niagam  Falls. 
That  is  on  a  side  line.  Now,  the  city  of  Guelph  buys  power  from  the 
Ontario  Hydroelectric  Commission  at  about  ^18  a  horsepower  a  year 
delivered  at  high  voltage  as  it  comes  from  the  Falls,  and  then  they 
step  that  down,  transform  that  down  to  2,300  volts,  and  use  that  for 
ligliting  their  streets,  pumping  water,  selling  it  to  factories  and  to 
householders. 

The  Chairma:n.  The  city  sells  it  for  any  purpose  it  sees  proper! 

Mr.  Connolly.  Yes.  Not  only  thp^*^^]bat  if  the  mimicipallty  won't 
deal  with  a  customer,  the  cus^^^mi^r  6i\r!^go  right  over  the  head  of  the 
municipality  to  th^  hydroelectric  commission  itself,  and  the  hydro- 
electric commission  will  tell  that  m-  *  Npality  how  much  power  to 
sell  that  customer  and  at  what  rate.  In  connection  with  that,  therfe 
is  an  accounting  system  by  which  independent  accountants  go  over 
the  boiJcs  of  the  "hydroelectric  corirniissJoUj  knd  the  hydroelectric 
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commission's  own  auditors  go  over  the  books  of  each  municipality 
which  is  a  member  of  the  commission,  and  they  see  that  there  is  no 
injustice  done.  That  municipality  can  not  give  power  too  cheap  and 
as  a  bonus  to  industries  to  the  detriment  of  some  one  else.  They  can 
not  give  power  away  for  nothing.  They  have  got  to  charge  a  fair 
price.    They  are  not  allowed  to  charge  more  than  a  fair  price. 

The  Chairman.  But  the  whole  object  and  purpose  of  the  commis- 
sion is  that  while  it  is  keeping  itself  out  of  debt  and  keeping  ahead, 
so  to  speak,  is  to  sell  to  the  consumer  or  direct  user,  the  ultimate 
consumer,  at  as  near  the  cost  of  production  and  transmission  as  pos- 
sible ? 

Mr.  Connolly.  Just  as  near  as  it  can  be  estimated. 

The  Chairman.  In  other  words,  there  is  no  profit  intended  to  be 
made? 

Mr.  Connolly.  No;  it  is  solely  a  mutual  enterprise. 

The  Chairman.  For  the  benefit  of  all  the  associated  municipali- 
ties? 

Mr.  Connolly.  Yes. 

The  Chairman.  But  it  is  not  confined  in  its  distribution  to  munici- 
palities or  for  municipal  purposes,  but  may  be  sold  to  any  user  who 
will  pay  the  price? 

Mr.  Connolly.  Yes. 

The  Chairman.  Now,  I  want  to  ask  you  in  that  connection  as  to 
whether  or  not  the  owners  of  electric-power  companies,  not  being 
municipalities,  do  they  compete  successfully  with  the  prices  made  by 
the  municipality  that  purchases  it  from  the  hydroelectric  commis- 
sion? 

Mr.  Connolly.  Yes;  they  do.  They  all  growl  about  it,  you  know. 
They  complain  that  they  are  up  against  very  unfair  competition,  but 
at  the  same  time  they  do  compete,  because  no  municipality  who  is  a 
member  of  the  hydroelectric  commission  is  allowed  to  sell  power 
below  a  fair  price,  below  cost,  which  includes  the  original  cost  of 
generation  and  the  distribution  and  loss  in  transformation  and  all 
the  overhead  expenses  and  everything  like  that.  No  municipality  is 
allowed  to  sell  power  at  less  than  the  cost,  including  all  these  charges. 
It  is  not  allowed  to  oppress  a  rival  concern  by  cuttmg  under  and  sell- 
ing power  at  less  than  cost. 

The  Chairman.  In  other  words,  the  commission  does  not  reduce 
prices  for  the  purpose  of  forcing  a  private  company  to  sell  out  to  it 
or  anjrthing  of  that  kind  ? 

Mr.  Connolly.  Oh,  no. 

The  Chairman.  Have  any  of  these  private  companies  that  were  in 
business  there  when  this  commission  was  formed — ^have  any  of  them 
been  forced  into  bankruptcy  or  anything  of  that  sort  by  reason  of 
the  commission? 

Mr.  Connolly.  I  have  not  heard  that.  But  I  will  tell  you  what 
has  happened,  and  I  dare  say  it  is  a  hardship  and  one  of  the  evils  of 
municipal  life  that  the  pioneer  in  any  industry  does  not  get  very  ^ood 
treatment  when  he^  is  trying  to  sell  out.  Throughout  Ontario  there 
are  a  great  many  little  steam  plants  which  haveTbeen  built  and  have 
gotten  franchises  from^  the  different  municipalities,  and  these  steam 
plants  have  been  distributing  power,  often  with  no  profit  at  all  to 
themselves — ^because  I  had  to  ao  witn  one  of  them — and  the  hydro- 
electric commission  came  along  and  sells  power  at  cost.    Welh  no 
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steam  plant  can  compete  with  them,  and  the  result  is  that  the  owner 
of  the  steam  plant  has  to  go  to  the  commission  and  ask  them,  ^'  How 
much  will  you  g^ve  me  for  my  plant  ? "  I  haven't  heard  of  any  of 
<^em  going  into  insolvency,  but  I  have  heard  the  complaint  that  a  lot 
of  the  steam-power  users  have  been  virtually  obliged  in  that  way  to 
scrap  their  plants. 

Tne  Chairman.  But  if  they  were  manufacturers  of  current  by 
steam  and  not  by  hydroelectric  power,  it  was  the  coal-produced 
power,  or  steam-produced  power  that  could  not  compete — that  is, 
the  current  produced  could  not  compete  with  current  produced  by 
water  power? 

Mr.  Connolly.  Absolutely;  yes. 

The  Chairman.  But  a  private  company  that  was  using  water 
power,  hydroelectric  power,  was  not  necessarily  forced  into  bank- 
ruptcy by  reason  of  this  commission  operating? 

Mr.  Connolly.  Oh,  no. 

The  Chairman.  So  that  these  steam  plants  would  have  been  put 
out  of  business,  provided  a  private  company  other  than  the  commis- 
sion was  competing  with  them  ? 

Mr.  Connolly.  Oh,  yes;  any  water-power  company  would  put 
them  out  of  business.  It  was  not  because  it  was  a  Government  enter- 
prise at  all ;  it  was  simply  the  fact  that  steam  can  not  compete  with 
water.    They  can  not  do  it. 

The  Chairman.  Now,  when  thev  build  a  water-power  plant  on  a 
navigable  river,  what  conditions  do  they  have  to  comply  with?  Is 
there  a  limited  period  given  for  the  license,  or  what  is  the  Govern- 
ment requirement?  How  does  the  Government  give  its  consent  to 
the  formation  of  companies  for  operation  on  navigable  rivers? 

Mr.  Connolly.  Well,  in  the  inception  nearly  all  these  hydro- 
electric plants  have  followed  some  old  mill  that  was  built.  Some 
man  had  squatted  on  a  power  site  and  built  a  sawmill,  or  he  built 
a  logging  chute  or  something  like  that,  and  he  occupied  that  by 
sort  of  tacit  consent.  Sometimes  he  got  permission  from  the  Do- 
minion Government.  Sometimes  he  got  permission  from  the  Prov- 
ince, where  it  was  on  a  stream  not  improved  for  navigation,  and 
sometimes  he  just  squatted  there.  Most  generally  he  just  squatted. 
Well,  then,  they  went  along,  and  to  help  his  sawmill  business  out 
he  bought  a  generator,  and  he  would  attach  a  belt  to  his  turbine  and 
run  the  generator  at  night,  and  run  the  sawmill  business  in  the 
daytime.  Then  when  the  sawmill  business  got  pretty  bad  a  con- 
venient fire  would  come  along  and  clean  out  the  sawmill.  Then  he 
would  build  a  new  dam  and  make  it  a  hydroelectric  enterprise. 

The  Chairman.  It  has  been  a  matter  of  growth  then? 

Mr.  Connolly.  Yes,  sir;  that  is  the  way  most  of  them  were.  But 
the  hydroelectric  commission  also  have  been  developing  some 
smaller  plants,  and  it  is  tying  them  in  with  the  main  one  at  Niagara. 
At  WasdelLs  Falls  in  northern  Ontario  is  a  small  plant  of  about 
2,000  horsepower.  At  Eugenia  Falls  is  8,000  or  10,000  horsepower 
under  a  400- foot  head.  I  think  it  was  Mr.  Parker  who  asked  a  few 
moments  ago  as  to  what  head  you  could  develop  power.  Here  is  a 
case  of  400- foot  head.  And  as  to  the  quantity  of  water  you  can  use, 
you  can  use  any  quantity  you  like.    The  way  things  go  now,  you 
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can  use  any  quantity  of  water  under-  any  head  you  like.  It  is  just 
the  question  of  the  type  oi  Tour  turbine. 

The  Chairman.  But  isn't  It  a.  fact  that  the  more  electric  power  is 
3e\'eloped  and  the  more  is  used,  the  leas  the  prioe?  In  other  worda 
the  tendency  is  downward  with  the  increase  in  ih^  voli^ro^  of  pro- 
duction? 

Mr.  Connolly.  Quite  so,  yes;  because  you  takfe  a  transmission  line 
which  will  convey  60,000  horsepower,  it  will  convey  th^^t  50JOOO  horse- 

Eower  at  less  eo!=rt;  per  mile  per  horsepower  than  one  can  convey  1.000 
or*epower.    That  is  a  weU-fcnown  fact. 

Mr.  EscH.  Does  the  Province  of  Ontario  grant  charters  to  hydro- 
electric and  water-power  companies? 

Mr.  Connolly.  Yes. 

Mr.  EscH.  Per  what  term  of  years  does  it  make  mch  grantB  ? 

Mr.  Connolly.  Well,  usually  60  years,  I  think,  ia  the  limit 

Mr.  EscH.  Then  there  is  a  less  time? 

Mr.  Connolly.  Well,  I  know  of  oee  case,  a  oomp^ny  I  w«is  inter- 
ested in,  that  wanted  a  previneial  chartev  and  we  were  told  that  50 
years  was  the  limit  for  which  they  would  mqke  a  charter* 

Mr.  EscH.  Is  there  any  provision  made  in  the  Oixt^rio  act  ior  any 
extension  beyond  50  years* 

Mr.  Connolly.  I  really  could  not  say.  Now,  the  Province  still 
controls  some  undeveloped  water  powers,  some  vqry  valuable  ones 
tpo.  If  a  licensee  wants  to  get  a  power  he  goes  aBd  applies  for  it 
and  makes  a  deposit  of  $500  as  an  evidence  of  good  fnith.  When 
he  hns  made  the  deposit  he  cnfi  go  ahead  and  ^t  his  plans  out  and 
see  if  the  scheme  is  feasible  as  he  thought;  and  if  it  is,  he  is  supposed 
to  commence  work  within  one  or  two  years,  aa  the  oase  may  be,  and 
have  a  certain  percentage  of  the  power  developed  within  three  year?, 
and  the  whole  within  &ve  year^^-something  like  that-  Thoae  are  the 
tisual  terms. 

Mr.  EscH.  Is  there  any  provision  made  ixk  the  .a>ct  as  to  recapture 
after  the  term  of  60  year?? 

Mr.  CoNNOLLT.  No.  The  Province  of  Ontario  at  the  preaeipkt  time 
Is  not  looking  that  far  ahead.  It  simply  says  th^t  the  licensee  can 
renew  his  license  by  complying  with  the  conditions  which  ezist  at 
the  time  the  license  lapses  He  ha&  to  tilke  hia  chaiKe^  oa  what 
tho<?e  conditions  are, 

Mr.  EscH.  So  it  may  be  stopped  autonmtically  at  the  termination 
of  50  years? 

Mr.  CoNNOLLTi  Yes;  bnt  oitr  Government  has  nevear  donie  anything 
drastic  that  way.  It  has  been  pretty  deeeat  that  way»  It  never 
takes  a  man's  property  away  from  him. 

The  Chairman.  But  anyway  it  does  not  impair  the  aale .  of  the 
securities? 

Mr.  Connolly.  Oh,  no. 

Mr.  EscH.  WelL  has  there  bean  very  large  detelopment  in  the 
Province  of  Ontario  since  that  act  was  passed  ? 

Mr.  CoiNNOLLT.  Yes:  the  Knnrrinistiquia  Power  Oa  at  Fort  Wil- 
liam is  developing  on  the  Kaministiijitia  Bivet  there  about  forty  w 
fifty  thousand  horsepower ;  and  there  have  been  some  smialler  pvowers 
developed  at  different  places. : 
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Mr.  Escn.  We  gdt  th^  impr^ssiim  from  tome  of  the  testimoi^  here 
that  water-poorer  development  in  Ontaria  Provinoe  had  been  dis- 
couraged since  the  passage  of  such  an  act. 

Mr.  Connolly.  Well,  you  are  referring  now,  I  think,  to  the  act 
under  which  the  Hydroelecti'ic  Oommiteion  was  institutecL 

Mr.  EscH.  When  was  thatt 

Mr.  Connolly.  That  was  about  1906  or  1007, 1  think.  But  the  acta 
that  I  refer  to  are  the  general  water-power  acts  under  which  the 
Province  leases  water  powei's  to  licensees. 

Mr.  EscH.  Do  those  provisions  differ  froiu  those  in  Ottawa  ? 

Mr.  CoNNOiA.v.  That  is  tho  Dominion  ttovernment  you  are  think.- 
mg  of  at  Ottawa.  It  is  a  mooted  question  whore  the  rights  of  the 
Dominion  Government  commence  and  whei-e  they  leave  off.  Up  to 
a  few  years  ago  it  was  regarded  that  in  any  stream  which  had  been 
canalized  by  the  Dominion  Government  the  water  power  Hncl  the 
water  resulting  from  that  canalisation  belonged  to  the  Dominion 
Government,  but  the  Province  of  Ontario  s(*t  up  tlie  claim  within  the 
Inst  few  years  that  that  wa&  not  the  case;  tlmt  the  Dominion  Govern- 
ment, like  your  Federal  Government  here,  had  Uie  right  to  go  and 
ctmalite  a  ^ream ;  it  had  thn  right  to  go  and  do  anything,  for  navi- 
gation, but  the  property  in  the  water,  the  power  exiBting  m  the  fall- 
ing Water  over  that  dam,  belonged  to  the  Province  in  which  tlie  dam 
was  situated,  and  did  not.  belong  to  the  Dominion  Government;  tliat 
all  the  power  cueated  as  an  incic^nt  to  the>  navigation  there  remained 
with  the  Province,  and,  consequently,  thoy  have  come  to  this  agree- 
ment now  that  \yhei"c  the  Dominion  Govovinnont  had  given  licenses 
for  the  use  of  power  at  different  dame  on  diffei'eut  canals,  that  the 
nsvenues-^those  licenses  are  not  disturWl,  but  the  revenue  may  mow 
be  paid  to  the  Province  of  Ontario  instead  of  the  Dominion  Ghovern* 
ment. 

Mr.  EscH.  GaA  the  Dominion  Government  by  ordeiB  in  council  re- 
voke or  set  aside  acts  of  the  Province  to  develop  water  powers  ? 

Mr.  CoNNOUiT.  No;  that  is  one  thing  of  which  the  provincial  au- 
tliorities  are  very  jealous.  They  had  a  case  of  that  kind  a  few  years 
ago  which  was  fought  out  very  bitterly  bef<^e  the  privy  council  in 
England,  and  finally  the  privv  council  confirmed  the  Province  in  the 
owne<3bi|)  of  thfe  beds  of  all  the  streams  and  also  the  right  to  use  the 
power  in  the  water. 

Mr.  Parker.  Can  you  give  Uie  name  of  that  cafee  and  where  it  is? 

Mr.  Oonjjolijy.  L  thinK  it  wad  called  the  case  of  Caldwell  verisus 
McLaren. 

Mr.  Pakkxr.  When  was  it  ? 

Mr.  CoKNOLLr.  That  was  about  188^. 

Mr.  PARKjm.  The  privy  council^  you  say,  decided  it  ? 

Mr.  C0KK01.LY.  Yes;  it  was  a  privy  council  oa^e. 

Mr.  EscH.  The  Dominion  Government  makes  a  very  elaborate  in- 
vestigation of  all  your  available  Mater  sites  iu  the  Dominion,  does  it 
not  ?     Or  is  that  oone  by  the  Provinces? 

Mr.  CoNNOLLV.  BoUi.  They  have  a  water-power  branch  at  Ot* 
tavva  .now  which  is  one  of  the  efficient  brapches  of  our  Government. 
We  do  not  like  to  make  invidious  comparisons,  but  we  are  not  any  too 
efficient,  and  I  think  it  is  one  of  the  few  efficient  branches  we  iiave 

fot.    ThaJt  is  presided  over  by  Mn  Chalies,  an  engineer.    I  do  not 
now  him  personally,  but  my  understanding  of  the  thing  is  that  his 
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work  is  very  good,  indeed,  and  that  they  are  tabulating  our  water 
powers  and  getting  data  on  the  stream  flow,  the  run-off,  pjrecipitation, 
evaporation,  and  things  of  that  kind — going  into  the  thing  very  mi- 
nutely.   His  name  is  Chalies. 

Mr.  EscH.  How  far  has  that  work  progressed  ? 

Mr.  CoNNOixT.  Well,  I  was  in  the  department  the  other  day  look- 
ing up  some  things  and  they  were  showing  me  some  of  the  work 
They  are  getting  out  very  elaborate  maps,  showing  the  country,  each 
drainage  area  divided  off,  each  water-power  area  divided  off,  with 
the  precipitation  and  the  run-off,  the  number  of  square  miles  in  that 
•area,  what  the  precipitation  is  in  that  area,  what  the  run-off  is  after 
deducting  evaporation,  what  the  flowage  is,  what  the  present  power 
possibilities  are,  and  what  they  would  be  with  the  regulated  stream — 
dams  put  in  where  dams  will  conserve  water  and  hold  it  up. 

Mr.  EscH.  So  that  the  individual  in  examining  such  Govermnent 
report  could  determine  for  himself  the  location  of  a  dam  site? 

Mr.  CoNNOixT.  Yes.  In  the  past  it  has  often  happened  that  the 
individuals  have  had  more  brains  than  the  Government  But  they 
have  had  more  commercial  sense  anyway,  and  some  of  the  best  en- 
gineers we  have  had  have  been  some  old  farmers.  They  have  known 
more  about  the  streams  than  the  officials  have,  because  the  knowledge 
of  the  officials  is  often  very  superficial,  whereas  the  other  fellow  lived 
on  the  site  and  knew  it  from  boyhood ;  and  we  all  know  that  nobody 
knows  all  about  a  water  power  unless  he  has  lived  right  with  it 
There  are  no  two  of  them  just  alike.  Some  of  the  engineering  feats 
we  have  had  on  some  of  our  streams  have  been  engineering  vaude- 
ville.   You  never  saw  anything  like  it 

The  Chairman.  You  know  and  are  acquainted  with  Sir  Adam 
Beck,  I  suppose! 

Mr.  CoNNOLLT.  Yes ;  I  know  Sir  Adam. 

The  Chairman.  Isn't  he  an  official  connected  with  this  water- 
power  commission. 

Mr.  CoNNOLLT.  Yes;  he  is  chairman  of  the  Hydroelectric  Com- 
mission. 

The  Chairman.  He  is  a  man  whose  opinion  would  be  worth  hav- 
ing regarding  water-power  legislation? 

Mr.  CoNNOixT.  Absolutely.  He  has  been — Sir  Adam  Beck  has 
been  the  whole  works  in  this  Hydroelectric  Commission. 

The  Chairman.  He  is  the  moving  spirit  of  it? 

Mr.  Connoixt.  Entirely  so.  He  knows  more  about  it  than  all  the 
rest  put  together. 

The  Chairman.  The  conmiittee  two  or  three  weeks  ago  passed  a 
resolution  inviting  him  to  come  before  the  committee  and  make  a 
statement,  and  so  far  we  have  not  heard  from  him.  We  have  not 
even  received  an  acknowledgement  of  the  receipt  of  the  letter,  and  I 
do  not  know  just  how  to  account  for  it,  but  I  suppose  he  is  a  man 
that  would  not  ignore  anything  of  that  sort. 

Mr.  Connolly.  I  would  be  very  nnich  surprised  if  he  did.  In 
fact,  I  hardly  think  such  a  thing  possible.  Sir  Adam  is  supposed 
to  be  in  Toronto  every  Tuesday  at  the  offices  of  the  hydroelectric 
commission  there,  and  somethimes  he  will  be  there  and  sometimes  he 
will  not  be  there  on  Tuesday.  Sometimes  he  will  be  there  a  couple 
of  days  a  week.    He  is  supposed  to  be  there  every  Tuesday.    Now 
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he  is  traveling  all  over  the  courtry,  and  sometimes  he  is  out  of 
Canada  altogether. 

The  Chairman.  And  could  not  be  reached,  possibly  i 

Mr.  Connolly.  The  letter  might  go  to  his  office  and  lie  there  until 
he  came  back. 

The  Chairman.  I  suppose  there  is  some  good  reason  for  it. 

Mr.  Connolly.  No  one  can  give  you  as  valuable  information  as 
to  the  whole  operation  of  that  hydroelectric  commission  as  he  can. 

Mr.  EscH.  This  development  that  was  delayed  in  Ontario  Prov- 
ince was  delayed  under  the  act  of  the  Province  of  Ontario,  not  under 
the  Dominion  act? 

Mr.  Connolly.  No.  It  may  be,  though,  tbat  until  the  water- 
power  developers  saw  how  this  act  constituting  the  hydroelectric 
eonmiission  was  going  to  work  out,  they  were  afraid  to  tackle  it.  I' 
don't  think  there  is  anything  that  discouraged  them  in  the  act.  It 
was  simply  that  they  were  afraid  that  their  development  might  not 
be  remunerative.    They  might  have  been  discouraged. 

Mr.  EscH.  On  account  of  the  absence  of  coal  in  most  of  your 
Provinces,  and  the  high  cost  thereof,  are  you  using  electric  current 
for  heating  purposes? 

Mr.  CoNNoiJiY.  They  have  been  trying  it.  We  are  cooking  with 
it  largely  in  our  houses  now.  As  a  case  in  point  of  how  cheap  this 
current  is,  I  do  not  think  it  is  any  breach  or  confidence  to  say  I  was 
talking  to  a  friend  one  evening  not  long  ago  who  has  a  large  estab- 
lishment. Now.  where  he  lives  is  150  miles  by  transmission  line  from 
Niagara  Falls,  and  he  pays  the  same  rates  as  any  other  citizen, 
the  same  rates  that  you  and  I  would  pay.  He  has  a  garage,  and 
he  heats  his  sarage  and  keeps  his  cars  heated  in  winter  by  an  electric 
heater.  He  lias  a  grinder  for  grinding  feed  for  his  cattle,  and  he 
does  his  cooking  in  liis  house,  his  vacuum  cleaning,  his  lighting,  and 
all  that  sort  of  thing  by  electricity.  That  is  a  typical  case,  because 
he  is  treated  the  same  as  any  other  citizen.  He  used  in  the  month 
of  December,  between  the  1st  and  31st,  1,000  kilowatts  of  current, 
and  for  that  thousand  kilowatts  he  paid  the  city  of  London  $6.73. 
Now,  take  it  in  my  own  case ;  I  haven't  got  such  an  establishment  as 
that,  but  I  used  aoout  300  kilowatts,  and  I  think  my  bill  was  $3.40. 

Mr.  EscH.  That  compares  rather  to  our  disadvantage,  where  we 
pav  8  or  9  or  10  cents  per  kilowatt  hour. 

Mr.  CoNNoixY.  Yes. 

Mr.  EscH.  Is  that  due  to  the  fact  that  n\any  of  our  powers  in  the 
United  States  have  very  small  heads? 

Mr,  Connolly.  No:  I  don't  think  it  is.  That  is  a  thing  that  is 
very  much  misunderstood,  too.  I  have  heard  it  sai  dthat  the  cost  of 
developing  a  water  power  varies  inversely  as  the  head.  It  is  not 
so  at  all.  Under  given  conditions  I  would  rather  take  a  25-foot 
head  than  a  250-foot  head  and  develop  it. 

Mr.  EscH.  Why? 

Mr.  Connolly.  Because  usually  with  a  high  head  you  have  a  lot 
of  head  works  to  maintain.  You  have  surge  tanks  to  maintain, 
expensive  pipe  lines  to  maintain,  and  you  have  to  build  a  stronger 
type  of  turbine.  You  have  a  great  many  expensive  things  to  do  that 
you  do  not  have  to  do  under  a  low  head. 

Mr.  EscH.  But  you  do  not  have  that  expensive  dam  to  maintain. 
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Mr.  ConkDlI/T.  I  iaaew^  but  when  you  can  pour  concrete  at  $6  a 
yard  you  can  put  in  quite  a  lot  of  it. 

The  Chairma^n.  You  are  a  practical  mun^  hbx  Connolly «  I  mean 
you  are  in  the  business  of  producing  electric 'Current  ^oor  have  beenf 

Mr.  CoNNoixY.  I  have  been  at  it  since  I  was  a  boy,  Judge  Sim& 
It  was  a  case  of  where  practice  went  ahead  of  theory.  I  often  got  !my 
fingers  burnt,  too; 

The  Chairaian.  Your  cpinitHi  is  valuable  on  that  acoolint*  As 
you  $ay,  thete  is  a  general  impression  that  the  higher  the  head  of 
course  the  greater  the  power  for  the  same  amount:  of  water. 

Mr.  Connolly.  I  will  give  you  some  specific  ca&es.  You  take  the 
Trent  system,  which  was  developed  by,  I  believe,  Montreal  capital, 
but  whidi  is  now  owned  by  the  Provinioe  of  Ontario,  and  that  system 
is  divided  into  dams.  They  call  their  dams  where^they  have  raised 
the  Trent  River  Nos.  1,  2^  8,  4,  5^  and  so  on,  commencing  at  Lake 
Ontario  and  coming  up  to  the  headwaters  of  the  river  near  Peter- 
borough, Ontario.  The  plans  for  Dam  2  were  similar  to  plans  which 
I  got  from  Sweden  years  ago  for  a  plant  of  my  own,  and  they  had 
an  18- foot  head  there.  Now,  the  OovemmeBt  built  the  lockr  and  thfe 
dam,  but  the  company  had  to  go  and  buy  some  land  around  there  and 
build  an  extension  to  the  dam  for  the  wheel  pits  and  that  sort  of 
things  but  it  did  not  have  to  build  the  dam  across  the  river,  which 
would  not  have  been  a  serious  matter.,  because  it  is  not  a!  large  riven 
The  total  flow  of  the  Trent  River  is  2,000  second^feet.  Thev  went 
and  developed  four  unitJs  there,  1,400  horsepower  apiece.  On  test 
they  actually  had  5,600  horsepower  tiiere,  and  those  four  united  in- 
cluding the  traz^former  statson  and  high-tensian  apparatus  oost 
$227,000  for  5^600  hovsep<bwcr.  .  It  cdst  about  $36  «  hprsepowet  to 
develop  that  amount  from  an  IS^foot  head* 

Farther  up  they  prHcticallr  duplicated  the  plant  under  a  20-foot 
head  at  about  the  same  cost.  Similar  plans  were  used  oa  a  13-foot 
head  on  the  Iix)quois  Canal,  one  of  the  St.  Lawrence  toahals.  It  was 
a  small  otie,  and  the  GoverniHent  had  put  the  dani  in  theiw^  b«lk  the 
little  power  house  had  to  be  put  in-»--it  wnfe  a  very  onjaU  job  built 
under  exceptional  high  expense,  the  tvork  being  done  in  the  wini^ 
time  and  at  a  time  when  they  paid  $5  for  men  that  wbuld  work 
five  or  six  hours  a  day.  It  was  in  the  depth  of  winteH,  und  th^y  staiam 
heated  the  whole  thing,  and  although  ther  only  had  18-foot  head  they 
ut  in  two  units  of  300  horsepower  apiece  at  a  total  cost  of  (Hily 

6,000  for  600  horsepower.  That  was  $48  a  horsepower,  ab<)ut. 
Now  these  are  three  existing  plalits  that  you  can  go  t^  and  f»ee  any 
dav  you  like,  and  those  can  be  duplicated  jiiiywhere. 

Mr.  EscH.  That  is  all  I  have. 

Mr.  RAKiat.  Then  the  theory  that  you  have  got  to  have  a  very  high 
waterfall  is  not  a  correct  one  ? 

Mr.  Connolly.  No:  you  see,  it  depends  upon  What  your  head^ 
works  and  tailrace  is.  Usually  with  a  high  head  you/ha^e^t  Mme 
Very  expensive  head  works  which  are  not-  part  and  parcel' of :  the 
power  works  at  all.  They  are  necessary  to.  the  enterptnise  akid  have 
got  to  be  put  in.  • 

Mn  Raker.  About  what  do  you  figure  ij^  the  rekutive  c^et  per 
horsepower,  per  kilowatt,  as  ;^tt-  have  Won  «»ing  it,  for  dercio^ment 
of  poweir  frovti  hydroetoctrie  a«d  from  <^eam  an  Canada  f?      ;      :/ 


^ 


Mr.  CoiNNOLLir.  Well,  there  are  Very  tew  fiteam  plants  whida  are 
being  run  unde)^  ideal  c(mditi6ns.  In  comparing  gteam  ^ith  h^di^ 
electric  plants  the  mistake  is  often  made  of  comparing  t'wo  ideal 
plants.  Jfoie,  those  are  conditions  which  do  not  ootain.  You  more 
often  get  ideal  hydroelectric  plants  than  ideal  steam  plants. 

Mr.  Kaker.  I  had  understood  from  the  testimony  so  far  before 
the  committee  that  so  far  as  steam  plants  in  the  United  States  are 
concerned,  they  are  much  cheaper  than  hydroelectric  plants  to  oper-r 
ate,  and  I  wondered  where  that  came  from. 

Mr.  Connolly.  Well,  it  is  like  this:  You  can  take  the  develop*^ 
ment  of  a  steam  plant;  you  probably  get  a  pretty  cheap  piece  of 
land,  and  perhaps  do  not  count  tlie  cost  of  switches  to  bring  coal 
in  to  your  dump.  Sometimes  you  do  and  sometimes  you  don't.  You 
can  get  steam  boilers  in  large^  units  at  a  fairly  low  cost.  They  are 
using  steam  turbines  which  run  at  verj'  high  velocity  and  some  show 
pretty  good  results  when  used  at  their  rated  efficiency,  but  they  ar^ 
not  used,  in  fact,  at  their  be^t  c?fficiency.  As  a  matter  of  fact,  in 
practice  you  seldom  use  a  small  steam  plant  at  the  best  effici^cy* 

Mr.  Rakiis.  But  wherever  you  can  get  a  fall  of  10  or  15  feet  for 
watbr  power,  the  way  machinery  and  appliances  have  been  developed 
up  to  the  present  time  it  is  your  opinion,  from  the  experience  you 
ha're  had,  that  power  can  be  produced  cheaper  by  water  thati  power 
can  be  produced  by  steam  ? 

Mr.  CoNNOLiiV.  The  steam  plant  has  got  no  chance.  I  have  run 
both,  and  I  know  it.  For  instance,  in  the  one  case  you  can  develop 
M  water  power,  we  will  say,  at  $76  a  horsepower 

Mr.  kUk£r  (interposing).  Just  take  this  illustration  riglit  here, 
which  seems  to  me  to  be  most  conci-ete  and  ought  to  appeal  to  any* 
body.  We  have  a  water  power  within  6  miles  of  Washington  which 
would  light  this  city  and  Baltimore  and  run  all  the  railr(^ds  that 
haul  coal  in  here,  and  the  people  are  freezing  to  death  and  the  water 
is  running  down  into  the  ocean  unused.  Now,  your  theory  is  that 
they  eould  produce  hydroelectric  energy  from  that  power  per  kilo- 
wflitt  or  per  horsepower  cheaper  than  they  could  get  the  coal  hei*e  at 
the  lowest  rate? 

Mr.  Connolly.  Absolutely.  I  can  take  a  good  hydroelectric  plant 
and  beat  a  steam  plant  out  if  they  have  the  coal  for  nothing ;  tor  the 
simple  reason  that  yom*  steam  plant,  your  steam  boilers,  shovf  higher 
depreciation  than  a  well-built  hydroelectric  plant.  You  will  have 
more  trouble  with  boilers  than  you  will  with  a  hydroelectric  plant. 
Another  thing,  your  steam  engine  as  the  prime  mover  may  cost  less 
per  horsepower  to  install,  but  it  costs  more  in  upkeep. 

Mr.  Baker.  You  have  not  been  up  the  river  here  to  see  the  falls? 

Mr.  CoNNOLLT.  No;  I  am  an  entire  stranger  here. 

Mr.  Baser.  I  just  wish  you  would  go  up  there  and  come  back  and 
give  us  some  idea  of  it,  because  it  has  oeen  a  matter  of  great  wander 
to  me  why  the  American  people  and  everybody  here,  being  so  anxio\is 
to  develop  hydroelectric  power,  axe  practically  willing  to  let  people 
freeze  in  the  winter  and  not  use  that  power  which  is  right  here  and 
actually  going  to  wastes  and  we  are  getting  no  benefit  from  it  at  a^U. 

Mr.  Hamilton.  I  understand  that  the  companies  here  control  both. 

Mr.  Baker.  No  company  ought  to  be  big  eQX)U^  to  control  Con- 
gress. Here  we  have  a  water-power  devdopment  right  under  our 
noses,  unused,  and  it  seems  to  me  the  c(Hnmittee  ought  to  know  it. 
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There  is  no  mystei^  about  the  development  of  hydroelectric 
energy.  We  will  take  the  two  cases  in  point.  Perhaps  you  will  be 
able  to  ptit  in  a  steam  plant  that  will  cost  $50  a  horsepower,  and,  say, 
a  hydroelectric  plant  that  will  cost  $75;  and  that  is  nearly  twice 
what  I  have  known  plants  to  be  installed  for.  In  the  one  case  your 
depreciation  in  the  steam  plant  will  be  greater  than  with  the  water- 
power  plant,  and  the  fuel  will  cost  something,  and  in  the  other  case 
the  water  takes  the  place  of  fuel  and  costs  nothing.  We  know  it 
takes  a  pretty  good  steam  plant  to  develop  a  horsepower  at  the  ex- 
penditure of  2  pounds  of  coal  every  horsepower  hour. 

Mr.  Raker.  1  want  to  ask  you  as  regards  this:  From  your  ex- 
perience you  tell  the  committee  that  if  you  build  various  dams  where 
you  can  get,  say,  a  15-foot  fall  and  another  where  you  can  get 
another  15-foot  fall,  and  put  your  turbines  at  these  dams,  you  get 
better  efficiency  and  better  results  than  if  you  had  one  dam  at  one 
place  ? 

Mr.  Connolly.  Oh,  no;  I  would  not  say  that.  Sometimes  it  pays 
to  develop  your  system  at  different  places;  at  other  times  it  pays 
better  to  build  at  one  point ;  and,  taking  in  all  the  general  conditions. 
I  say  put  in  your  dam  as  high  as  you  can,  because  you  get  larger 
units  tiiere. 

Mr.  Raker.  I  did  not  mean  the  highest  efficiency ;  I  mean  you  actu- 
ally get  a  very  high  development  by  putting  in  different  dams,  where 
you  can  get  15  or  20  feet  from  each  one,  and  by  interlocking  them 
you  get  a  real  efficiency  ? 

Mr.  Connolly.  Yes.  Take  the  Ontario  development  on  the  Trent, 
where  there  is  a  system  of  little  dams  all  linked  up  on  a  trunk  trans- 
mission line,  and  those  are  played  in  and  out  on  that  line.  That  line 
has  several  of  them,  and  they  throw  them  on  and  throw  them  off  as 
they  want  to.  They  have  to  take  the  current  from  that  trunk  trans- 
mission line  and  let  it  radiate  by  the  distribution  lines  to  all  points. 

Mr.  Raker.  You  say  that  it  costs  in  a  case  such  as  you  are  illus- 
trating in  the  neighborhood  of  $30  to  $40  and  $60  per  horsepower. 

Mr.  Connolly.  That  was  the  cost  of  installing  the  generating 
plant. 

Mr.  Raker.  Does  that  include  the  transmission? 

Mr.  Connolly.  No;  not  the  transmission. 

Mr.  Raker.  Just  a  question  in  regard  to  the  hydroelectric  com- 
mission. Is  that  practically  a  public-service  commission,  run  and 
controlled  by  the  Government  ? 

Mr.  Connolly.  It  was  created  by  the  Government,  but  it  is  a 
commission  independent  of  the  Government. 

Mr.  Raker.  I  do  not  quite  get  that  distinction.  Are  the  men  who 
run  it  Government  officials? 

Mr.  Connolly.  No;  there  are  three  commissioners  appointed.  The 
Government  appoints  one  and  the  municipalities  have  each  a  vote, 
and  they  appoint  the  other  two. 

Mr.  Raker.  Do<*s  the  Government  allow  any  concessions  in  the 
way  of  bonuses? 

Mr.  Connolly.  No;  the  only  thing  the  Government  does  is  to  pay 
for  a  certain  amount  of  the  engineering  cost,  because  the  engineer- 
ing of  this  commission  is  done  free. 

Mr.  Raker.  Does  not  a  law  of  that  kind  give  a  monopoly  to  the 
hydroelectric  commission  in  the  Provinces? 
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Mr.  Connolly.  It  has  a  tendency  that  way ;  yes. 

Mr.  Raker.  In  the  Dominion  Government,  lor  instance,  the  west- 
em  Provinces,  have  you  a  hydroelectric  water-power  hiw  that  covers 
all  the  States  ? 

Mr.  Connolly.  No;  they  have  not. 

Mr.  Raker.  There  is  no  Dominion  water-power  bill  ? 

Mr.  Connolly.  The  Dominion  Government  is  now  trying  to 
formulate  some  kind  of  a  policy  governini?  the  water  powers  in  the 
different  Provinces. 

Mr.  Raker.  Then  the  developments  that  have  been  done  in  Canada, 
both  in  the  western  Provinces  and  back  on  the  eastern  slope  of  the 
mountains,  are  under  the  provincial  acts? 

Mr.  Connolly.  Yes;  they  are  under  the  various  Provinces,  British 
Columbia  and  xVlberta  and  Manitoba,  and  others. 

Mr.  La  Follette.  I  have  not  any  question  to  ask  about  water 
power,  but  I  have  a  question  or  two  to  ask  about  other  matters.  It 
mterested  me  considerably  when  you  claimed  the  best  water  power 
in  the  world  for  Canada.  I  was  very  much  surprised  to  learn  that. 
Did  I  understand  you  to  say  that  water  power  was  on  the  Hamilton 
River? 

Mr.  Connolly.  Yes. 

Mr.  La  Follette.  In  Labrador  ? 

Mr.  Connolly.  Yes. 

Mr.  La  Follette.  What  is  supposed  to  be  the  amount  of  power  ? 

Mr.  Connolly.  As  near  as  you  can  get  at  it  the  maximum  flow  of 
the  Hamilton  River  has  been  estimated  at  about  50,000  second-feet, 
and  a  head  of  700  feet. 

Mr.  La  Follette.  Thev  have  some  wonderful  waterfalls  in  Africa 
and  in  South  America.  1  was  on  the  Uraguay  River  and  I  saw  one 
there  that  I  thought  equaled  any  one  in  the  world. 

Mr.  Connolly.  There  are  probably  some  down  there  1,500  feet  in 
height.  Of  course,  you  understand  that  usually  as  your  head  in- 
creases your  volume  will  diminish,  for  the  simple  reason  that  you  do 
not  accumulate  a  very  large  amount  of  water  at  high  points,  and  you 
do  at  low  points.  Sweden  is  a  country  that  has  a  prettv  good  pre- 
cipitation, fairly  large  lakes  and  streams  with  very  low  heights,  but 
with  plenty  of  water.  In  Norway  you  have  a  small  flow  of  water 
and  verv  high  heads.  In  Norway  they  are  developing  power  and 
selling  it  for  making  nitrogen  as  low  as  $5  a  horsepower  year. 
The  cost  of  development  in  Norway  is  sometimes  not  over  100  kroner 
(100  crowns)  per  horsepower.  The  Norwegian  crown  is  about  28 
cents,  and  that  makes  it  about  $28  per  horsepower  for  development. 

Mr.  La  Follette.  I  was  interested  in  your  statement  regarding 
the  cost  of  water  power  and  power  generated  by  water  and  by  steam. 
You  have  come  very  near  answering  my  question  when  vou  said  that 
if  you  got  the  coal  for  nothing  you  could  not  compete  with  the  water. 

Mr.  Connolly.  No;  I  do  not  think  you  could. 

Mr.  La  Follette.  I  am  inclined  to  think  the  cost  of  coal  would 
cut  a  great  figure,  and  probably  you  could  get  the  coal  so  cheap  that 
the  initial  cost  would  oe  so  much  greater  in  installing  the  hydro- 
electric plant  that  it  would  take  many  years  to  make  up  the  dif- 
ference. 

Mr.  Connolly.  With  a  steam  plant  you  can  add  boilers  and  in- 
crease your  capacity  and  put  the  ste^m  plant  where  you  like,  put  it 
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close  to  the  market.    But  you  have  got  to  tak*  your  Water  where 
you  can  get  it  and  add  to  your  cofet  of  development  the  cofet  of  your 
transmission  lines  plus  thfe  loss  of  tlianfemittitig  the  power  thr  a 
given  distance. 
Mr.  Parker,  You  are  connected  ^vith  the  commission,  al*e  yoiif 
Mr.  Connolly.  No;  I  am  not. 
Mr.  pAfeKifiR.  You  are  a  private  manufacturer  I 
Mr.  ConkollV.  I  am  the  president  of  a  "w^^ter-power  company 
which  is  developing  power  in  the  St.  Lawrence  Rirer.  and  I  wiip 
here  before  the  international  commission. 

The  Chairman.  I  ran  across  Mi\  Connolly  by  accident  and  I  told 
him  \yp  could  probably  use  him  \tith  profit  to  this  committee. 
'  Mr.  CoS'KoLLY.  I  have  tried  to  give  an  impartial  review  of  the 
operations  of  the  Ontario  Hydroelectric  Commission,  because  there 
has  been  a  vei'y  grfeat  d^al  of  crmtroversy  abwut  it.  T  do  !K)t  hold 
any  brief  for  it. 

The  Chairman.  You  spoke  of  hai'ing  ^ome  arrangement  by  which 
all  of  the  business  was  mutual.  Is  that  provided  for  by  statute  or 
by  some  grant  ? 

Mr.  Connolly.  It  is  so  under  the  statute.  This  commission  was 
created  by  a  statute  of  the  Province  of  Ontario^ 

The  Chairman.  And  this  statutfe  saVs  that  they  shiill  d<4tVer 
power  at  cost? 

Mr.  CoN^NOLi.Y.  Oh,  ye>fe.    It  outlines  what  the  aetinties  of  the 
commission  shall  b6. 
Tlie  Chairman.  Is  that  in  this  report  of  the  commission? 
Mr.  Connolly.  Yes. 

The  CnAiRMA>J.  Is  the  statute  in  there  also? 
Mr.  CdNNOLLY.  Yes.    If  you  gel  the  first  import  of  the  coihniis- 
sion  and  follow  it  right  down  you  will  find  it    1  do  not  know  what 
the  report  is  now,  but  it  is  about  the  i^venth  or  eighth  annual 
report. 
The  Chairman.  Aboiit  1908? 
Mr.  Connolly.  Abblit  1906  or  1907. 

The  Chairman.  You  say  also  tha^  the  muttidpalities  are  bound  to 
certain  rates.  How  is  that  secured?  Is  that  provided  for  bt  stat- 
ute or  regulation  of  the  commission  ? 

Mr.  Connolly.  I  think  that  is  provided  by  the  by-laws  of  the 
commission,  and  the  by-laws  of  the  comftiission  haVe  the  force  of 
legislation  behind  them. 
The  Chairman.  Are  those  by-laws  of  the  commission  printed  t 
Mr.  Connolly.  Yes.    I  fancy  you  will  find  them  in  th^  <*ommis- 
sion's  report. 
The  Chairman.  1  atn  not  so  sure  about  that. 
Mr.  Connolly.  I  will  not  say  definitely. 

The  Chairman.  If  you  have  a  fcopy  of  them,  will  you  put  them  in 
when  you  revise  your  remarks  ftnd  put  in  the  by-law  that  ha*?  to  do 
With  the  rates  that  ar6  being  charged? 

Mr.  Connolly.  1  am  onlj^  speakm^  from  memory  now,  but  I  am 
sure  it  is  a  fact  that  the  municipality  is  not  allowed  to  make  the  I'ate*?. 
That  is  a  cardinal  oiaTense,  which  they  will  not  tolei^tite,  bechuse  you 
can  see  where  it  would  lead  to.  Suppose  some  little  village  which 
only  tnkes  a  small  horsepower  is  jealous  of  some  municipality  10 
tniles  away  and  it  says,  "We  will  give  a  mantofaH;utfer  pow^  at  $6 
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away  ircoo^  the  other  towa  ii^  a  diort  tim^.  The  commissioa  had  to 
$but  dowQ^  on  that,  and  they  established  the  rates  at  which  a  munici- 
pality could  buy  t^j^  ^U  power  ixom,  the  commission,^ 

Th^  CHAinMAif*  I  understaAd  also  that  the  commission  did  not 
have  to  go  to  much  initial  expense,  because  they  took  contracts  from 
existing  plants  in  the  beginning. 

Mr.  Connolly.  Ye^;  some  plants  were  bought  out  and  some  went 
out  Toluntarily, 

The  CiuJKMAN.  Wbey«  di4  the  initial  funds  come  from? 

Mr.  Connolly.  Agrant  from  the  prqvince  of  Ontario. 

The  Chairman.  W^  that  ^  large  amount? 

Mr.  CoN?fQifW.  I  do  not  thiuk  it  was  o^ver  a  half  a  million. 

Th^.  Chaik&ian<  And  siwe  the»,  wheju  they  have  made  i^vest- 
ments^  you  say,  that  the  money  came  from,  a  sin  King  fupid  i 

Mr.  Co^NOLLT.  Tes;  some  has.  .  . 

The  CiiAXBiHAN.  Has  part  of  }t  come  f ron?^  further  grants  ? 

Mr.  Connolly.  Oh,  yea.  But  I  xpentioned  that  because  you  gen- 
U^mw  may  have  heard  qriticism  of  the  aQtivities  of  the  commission, 
and  that  is  one  of  the  things  some. people  da  pot  like.  They  said  it 
was  not  fair..  They  do  not  like  to  see  them  t^ke  the  pet  earnings 
which  are  supposed  to  be  set  aside  for  depreciation.  There  is  1.8 
peJT  cent  for  the  sinkipg  fund  set  asid"^.  That  mopey  they  have  rein- 
vested either  in  their  own  bonds,  which  otherwise  wquld  be  sold  OJ^ 
the  «iarket,  or  th^  have  reinvested  iu  the  extenri'^n^  of  their  pl^ts 
on  capital  account. 

The  Cj«ai«man.  It  was  proposed  in  the  ^chemt^  referred  to  bv  Mr. 
Bowen  that  all  profits  over  a  certain  limited  per  cent,  perhaps  ^5  per 
ce^t,  shpuld,  be  ti-eated  as  a  cooperative  fund  and  ^eclarea  ^s  d>vi- 
d^nds  to  <^e  persons  who  had  bought  the  water,  and  I  suppose  that 
if  they  wanted  to  use  those  dividends  in  improvements  they  eoula 
do  so,  issuing  scrip  at  a  low  rate  of  interest.  Has  any  such  plan 
h^evi,  tried  by  the  commission?  r         ► 

Mr.  Connolly^  No;  it  has  not. 

The  Chairman.  What  is  your  opinion  of  that  plap  of  iallowing 
the  use  of  the  extra  profits  for  the  dividends,  for  the  persgn?  who 
have  bought  the  water? 

Mr.  Connolly.  ThcQretically  it  is  all  ri^ht.  Bvt  T  .would  say  this, 
that  your  power  customers  are  changing  so  constantly  that  it  would 
^ntaii  a  vast  aniount  of  book^eepipg  to  figure  out  what  their  divi- 
dends would  be^ 

The  Chairman.  Not  more  than  in  the  case  of  a  mutual  life  in- 
surance company? 

Mr.  Connolly,  But  still  the  cost  of  operating  a  mutual  life  in- 
surance company  is  very  high;  the  overhead  is  very  high.  X  think 
possibly  the  hydroeiectric  commission  are  sound  on  that.  ^  They 
nguife  up  from  year  to  year  and  apply  this;  yearns  profit  to  a  reduc- 
tion pf  the  next  year'9  rates. 

The  Chairman.  Suppose  they  wanted  tp  make  some  investment; 
how  would  they  get  the  money  i        ,  .       \ 

.^  My.  CoNNOLLX.  They  issye  bonds.    There  are  nine  minions  com- 
ing on  the  market  this  year. 

The  Chairman.  Those  bonds  are  secured  by  the  commission  and 
also  by  the  municipalities? 


604  WATEB  POWEB. 

Mr.  Connolly.  First  of  all  by  the  commission,  and  as  against 
those  bonds  the  investments  in  the  power  plants  for  transmission  are 
pledged.  Then  the  different  municipalities  which  are  members  of 
this  commission  are  responsible  for  a  certain  amoimt. 

The  Chairman.  How  do  they  make  them  responsible?  Does  the 
statute  do  so? 

Mr.  Connolly.  Yes;  the  statute. 

The  Chairman.  That  is  not  done  by  agreement? 

Mr.  Connolly.  No,  b^  statute.  They  come  in  and  estimate  what  a 
certain  improvement  will  cost.  Then  the  Province  of  Ontario  sjie- 
cifically  indorses  orguarantees  all  bonds  issued. 

The  Chairman.  Wno  appoints  the  commission? 

Mr.  Connolly.  The  Government  itself  appoints  one  of  the  com- 
missioners, and  the  members  of  the  commission ;  that  is,  the  mayors 
of  the  different  municipalities,  are  exofficio  members  of  this  com- 
mission. We  will  say  there  are  about  150  municipalities  in  the  com- 
mission now.  Each  of  those  will  have  a  vote,  and  the  representatives 
of  the  municipalities  meeting  in  council  at  regular  times  vote  who 
the  commissioners  shall  be  from  time  to  time,  and  the  three  who  are 
elected  appoint  their  own  chairman^ 

The  Chairman.  You  said  at  first  the  commissioners  were  ap- 
pointed by  the  Government?  ^ 

Mr.  Connolly.  One  is  appointed  by  the  Government  and  the  other 
two  are  elected. 

The  Chairman.  By  the  representatives  of  the  municipalities? 

Mr.  Connolly.  Yes. 

The  Chairman.  Then  these  commissioners  act  as  a  committee  for 
all  the  members? 

Mr.  Connolly.  That  is  it.  In  financing  the  Ontario  Power  Co. 
Generating  Plant,  where  they  get  power  from  Niagara  Falls,  they 
have  $8,000,000  in  40-year  bonds.  Those  bonds  are  indorsed  by 
Ontario. 

The  Chairbian.  And  the  reserve  will  go  toward  the  payment  of 
the  bonds? 

Mr.  Connolly,  Yes ;  and  will  pay  it  off  in  30  years. 

The  Chairman.  Are  the  bonds  so  drawn  that  they  can  be  paid 
at  any  time? 

Mr.  Connolly.  I  do  not  think  they  are.  I  do  not  know  whether 
that  is  a  good  thing.  I  think  it  is  a  good  thing  to  pay  off  a  part 
of  them,  and  there  is  a  tendency  in  Canada,  with  all  municipality 
issues  to  require  a  part  each  year,  instead  of  issuing  debentures  for 
40  years  and  accumulating  a  sinking  fund,  because  there  is  a  habit  of 
wanting  to  expend  that  sinking  fund. 

The  Chairman.  You  do  not  mention  but  one  canal  project — ^the 
canal  from  Georgian  Bay  to  Ottawa.    That  is  not  a  sea-level  canal  ? 

Mr.  Connolly.  The  Ottawa  River  is  the  old  prehistoric  vent  for 
discharging  the  Great  Lakes,  and  its  highest  point  now  is  Lake 
Nippissing.  That  is  the  highest  water  level  between  the  Ottawa 
water  system  and  Lake  Huron.  That  discharges  through  the  French 
River  into  Lake  Huron  at  the  rate  of  from  10,000  to  20,000  second - 
feet.    There  is  a  fall  between  Nippissing  and  Lake  Huron  of  45  or 
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50  feet.     They  connect  with  Mattawa  River  and  Trout  Lake,  and 
Trout  River  and  Lake  Nippissing  will  be  on  the  same  level. 

The  Chairman.  So  that  there  will  be  no  discharge  except  from 
Lake  Nippissing. 

Mr.  CoNNoiJLiY.  The  water  will  be  discharged  both  ways,  and  one 
of  the  difficulties  was  to  provide  enough  water  to  supply  it,  because 
Trout  Lake  was  slightly  higher  than  Lake  Nippissing,  but  they 
decided  to  cut  a  straight  canal  across  and  connect  the  lakes,  and 
bring  Trout  Lake  down  in  level  to  Lake  Nippissing.  The  Ottawa 
River  has  a  lower  elevation  than  the  St.  Lawrence  River. 

The  Chairman.  The  fall  from  Lake  Nippissing  to  Ottawa  is 
quite  considerable? 

Mr.  CoNNOixY.  Yes;  I  think  Lake  Nippissing  has  an  elevation  of 
620  feet. 

The  Chairman.  That  would  give  a  tremendous  amount  of  water 
power? 

Mr.  CoNNOLLF.  Yes;  the  Ottawa  River  is  being  improved  as  a 
water-power  system.  They  have  some  dams  and  also  a  series  of  falls, 
and  they  are  able  to  regulate  the  Ottawa  very  considerably.  It 
varies  a  good  deal.  It  is  very  much  like  the  Susquehanna.  The 
idea  is  to  put  in  certain  dams  and  regulate  that. 

The  Chairman.  And  this  will  develop  a  tremendous  amount  of 
water  power  as  well  as  being  of  use  as  a  canal. 

Mr.  CoNNOixY.  It  really  is  a  water-power  project.  As  a  canal 
project  I  don't  think  much  of  it  You  can  not  run  a  steamer  with 
sufficient  speed  to  compete  with  the  steamers  running  down  the 
Great  Lakes,  where  they  have  great  open  stretches.  There  are  too 
many  locks. 

The  Chairman.  But  as  a  water-power  project  you  think  it  is  good. 

Mr.  Connolly.  Yes;  it  is  good  for  that. 

The  Chairman.  Is  there  any  jealousy  between  the  different  Prov- 
inces? 

Mr.  Connolly.  There  is  jealousy  between  the  two  Provinces  there. 

The  Chairman.  Is  there  any  statutory  regulation  for  such  things 
as  boundary  streams?  We  have  the  same  difficulty  on  the  Delaware 
and  on  the  Susquehanna. 

Mr.  Connolly.  There  has  been  incessant  friction  between  the 
Provinces,  between  each  other,  and  between  the  Provinces  and  the 
Dominion  Government. 

The  Chairman.  And  it  is  not  yet  settled? 

Mr.  Connolly.  No,  sir;  Sir  Adam  Beck  can  tell  you  more  about 
that. 

The  water-power  bill  proposed,  now  under  consideration,  is  in  my 
judgment  a  very  desirable  and  necessary  measure,  and  should,  li 
enacted,  be  of  great  benefit  to  developers  of  water  powers,  and  to  the 
whole  community. 

Thereupon  the  committee  was  addressed  by  Miss  Jeanette  Rankin, 
Member  of  Congress,  after  which  the  committee  adjourned,  to  meet 
on  call  of  the  chairman.  The  statement  of  Miss  Rankin  will  be  pub- 
lished in  a  subsequent  volume. 
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